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THE PRESIDENT’S MESSAGE AND OUR FINANCES. 


We devote a large part of the present number to the 
reports of the Secretary of the Treasury and the Comptroller 
of the Currency. Those documents and the report of the 
Commissioner of Internal Revenue have, for several reasons, 
attracted special criticism both at home and abroad, as has 
also the financial portion of the President’s Message, on 
which we will offer a few observations. There is no place 
for uncertainty or hesitation in the policy laid down by Mr. 
Hayes. The first point to which the message refers is 
the currency. The goal of resumption should, in all our 
legislation, he says, and in all our administrative measures, 
be kept in view. He warns the country that any wavering 
in purpose or unsteadiness in methods, so far from avoiding 
or reducing the inconvenience inseparable from the transition 
from an irredeemable to a redeemable paper currency, would 
bring disappointment, disturbance in values, industrial per- 
turbation and financial disaster. Nor would the trouble be 
confined to the wealthy classes and to the capitalists. The 
President very justly shows that the mischiefs attending an 
unsound or retrograde policy on the resumption of specie 
payments “are confined to no class of the people, indeed, but 
seem to me most certainly to threaten the industrious masses, 
whether their occupations are of skilled or common labor. 
To them, it seems to me, it is of’ prime importance that 
their labor should be compensated in money which is in 
itself of a fixed, unchangeable value by being irrevocably 
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measured by the labor necessary to its production. This per- 
manent quality of the money of the people is sought for and 
can only be gained by the resumption of specie payments. 
The rich, the speculative, the operating and the money deal- 
ing classes may not always feel the mischiefs of, or may find 
casual profits in, a variable currency, but the misfortunes of 
such a currency to those who are paid salaries or wages are 
inevitable and remediiess.” 

After specie payments, the readjustment of our coinage is 
discussed in the Message. The President holds the opinion 
“that neither the interests of the Government nor the good 
of the people of the United States would be promoted by 
disparaging silver as one of the two precious metals which 
furnish the coinage of the world.” Still, he thinks that in 
any legislation providing for a silver coinage, endowed with 
the quality of legal tender, the public debt should be pro- 
tected and commercial utility should be established. These 
are the two conditions which should regulate our policy in 
regard to the silver coinage. In expounding the first, the 
President holds that apart from the sacred character of the 
public credit and the moral obligation of the Government to 
keep faith with its bondholders, there is an obvious advan- 
tage in the present crisis which makes it the highest interest 
as well as the duty of the nation to pay its bonds, principal 
and interest, in gold coin or its equivalent. He expounds 
these principles in the following argument: ‘The public 
debt of the United States to the amount of $729,000,000, 
bears interest at the rate of six per cent. and $ 708,000,000 
at the rate of five per cent., and the only way in which the 
country can be relieved from the payment of these high rates 
of interest is by advantageously refunding the indebtedness. 
Whether the debt is ultimately paid in gold or in silver coin 
is of but little moment compared with the possible reduction 
of interest one-third by refunding it at such reduced rate. 
If the United States had the unquestioned right to pay its 
bonds in silver coin the little benefit from that process would 
be greatly overbalanced by the injurious effect of such pay- 
ment. If made or proposed against the honest convictions of 
the public creditors all the bonds that have been issued 
since February 12, 1873, when gold became the only unlim- 
ited legal tender metallic currency of the country, are justly 
payable in gold coin or in coin of equal value During the 
time of these issues the only dollar that could be or was 
received by the Government in exchange for bonds was the 
gold dollar. To require the public creditors to take in 
repayment any dollar of less commercial value would be 
regarded by them as a repudiation of the full obligation 
assumed. The bonds issued prior to 1873 were issued at a 
time when the gold dollar was the only coin in circulation 
or contemplated by either the Government or the holders of 
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the bonds as the coin in which they were to be paid. It is 
far better to pay these bonds in that coin than to seem to 
take advantage of the unforeseen fall of silver bullion to 
pay in a new issue of silver coin thus made so much less 
valuable. The power of the United States to coin money 
and to regulate the value thereof ought never to be exercised 
for the purpose of enabling the Government to pay its obli- 
gations in a coin of less value than that contemplated by 
the parties when the bonds were issued. Any attempt to 
pay the National indebtedness in a coinage of less commer- 
cial value than the money of the world would involve a 
violation of the public faith and work irreparable injury to 
the public credit. It was the great merit of the act of 
March, 1869, in strengthening the public credit, that it 
removed all doubt as to the purpose of the United States to 
pay their bonded debt in coin. That act was accepted as a 
pledge of public faith, The Government has derived great 
benefit from it in the progress thus far made in refunding 
the public debt at low rates of interest. An adherence to 
the wise and just policy of an exact observance of the pub- 
lic faith will enable the Government rapidly to reduce the 
burden of interest on the National debt to an amount 
exceeding $20,000,000 per annum, and effect an aggregate 
saving to the United States of more than ¢ 300,000,000 before 
the bonds can be fully paid.” 

The second condition of sound legislation, that of mer- 
cantile utility, requires that the volume of currency should 
be ample. Sudden alternations in the amount of the mone- 
tary currency are mischievous, and tend to inflate credits, 
to disturb prices and to cause spasmodic movements pro- 
ductive of great injury to trade and industry. In view of 
these fundamental principles the President concludes his sug- 
gestions by stating that “In recommending that the regula- 
tion of any silver coinage which may be authorized by 
Congress, should observe these conditions of commercial 
value and limited legal tender, I am governed by the feeling 
that every possible increase should be given to the volume 
of metallic money which can be kept in circulation, and 
thereby every possible aid afforded to the people in the pro- 
cess of resuming specie payments. It is because of my con- 
viction that a disregard of these conditions would frustrate 
the good results which are desired from the proposed coin- 
age and embarrass with new elements of confusion and 
uncertainty the business of the country, that I urge upon 
your attention these considerations. I respectfully recom- 
mend to Congress that in any legislation providing for a 
silver coinage, and imparting to it the quality of legal ten- 
der, there be impressed on the measure a firm provision 
exempting the public debt heretofore issued and now out- 
standing, from payment, either of principal or interest, in any 
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coinage of less value than the present gold coinage of the 
country.” 

After a summary of the foreign relations of this country, 
the President notices the gratifying increase of our foreign 
trade and states that the Government has issued to its rep- 
resentatives abroad instructions to report as to the methods 
by which trade between the respective countries of their 
official residences and the United States can be most judi- 
ciously fostered. He then turns to the fiscal policy of the 
Treasury and presents suggestions for one of the most 
important changes in our tax system which has ever been 
made. The reform which the President advocates is to sim- 
plify our taxes and to make them fall on as few articles as 
possible. With regard to internal taxation, which is more 
mischievous than other taxation in its effects upon industry, 
he proposes to repeal all forms of internal taxation except 
that on whiskey, spirits, tobacco and beer. 

It is gratifying to find that if this reform is carried out it 
will not only repeal some other injurious imposts, but it will 
remove the grievance of bank taxation, for the continuance of 
which there is really no reason whatever. Our bank taxes 
should have been taken off long ago when the other 
war taxes were repealed. The President’s plan is explained 
in the Message as follows: “The revenues of the ‘Gov- 
ernment during the fiscal year ending June 30, 1877, 
were $ 269,000,586.62. The total expenditures for the same 
period were $ 238,660,008.93, leaving a surplus revenue of 
$ 30,340,577-69. This has substantially supplied the require- 
ments of the sinking fund for that year. The estimated 
revenues of the current fiscal year are $ 265,500,000, and 
the estimated expenditures for the same _ period are 
$ 232,430,643.72. If these estimates prove to be correct, 
there will be a surplus revenue of $ 33,069,356.28, an amount 
nearly sufficient for the sinking fund for that year. The 
estimated revenues for the next fiscal year are $ 269,250,000. 
It appears from the report, that during the last fiscal year, 
the revenues of the Government, compared with the previous 
year, have largely decreased. This decrease, amounting to 
the sum of $18,481,452.54, was mainly in custom duties, 
caused partly by a large falling off of the amount of 
imported dutiable goods, and partly by the general fall of 
prices in the markets of production of such articles as pay 
ad valorem taxes. While this is felt injuriously in the diminu- 
tion of the revenue, it has been accompanied with a very 
large increase of exportations. The total exports during the 
last fiscal year, including coin, has been $658.637,457, and the 
imports have been §$ 492,097,540, leaving a balance of trade 
in favor of the United States, amounting to the sum of 
$ 166,539,917, the beneficial effects of which extend to all 
branches of business. The estimated revenue for the next 
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fiscal year will impose upon Congress the duty of strictly 
limiting appropriations, including the requisite sum for the 
maintenance of the sinking fund, within the aggregate esti- 
mate receipts. While the aggregate of taxes should not be 
increased, amendments might be made to revenue laws that 
would, without diminishing the revenue, relieve the people 
from unnecessary burdens. A tax on tea and coffee is shown 
by the experience, not only of our own country, but of other 
countries, to be easily collected, without loss by undervalua- 
tion or fraud, and largely borne in the country of produc- 
tion. A tax of ten cents a pound on tea, and two cents a 
pound on _ coffee, would produce a revenue’ exceeding 
$12,000,000, and thus enable Congress to repeal a multi- 
tude of annoying taxes yielding a revenue not exceeding 
that sum. The internal revenue system grew out of the 
necessities of the war, and most of the legislation imposing 
taxes upon domestic products under this system has been 
repealed. By the substitution of a tax on tea and coffee, all 
forms of internal taxation may be repealed, except that on 
whiskey, spirits, tobacco, and beer.” 

In concluding the financial part of his Message, the Presi- 
dent recurs to. the important questions of the public credit, 
and the refunding of the debt. He states that, notwithstand- 
ing the difficulties which have checked the operations of the 
Syndicate, the annual interest on the public debt has been 
reduced to the extent of nearly four millions of dollars. He 
recommends that suitable provision be made to enable the 
people to convert their savings into Government securities, as 
the best mode in which small ‘savings may be well secured 
and yield a moderate interest. How far this last suggestion 
will receive the approval of Congress, remains to be seen. 
The fiscal portion of the Message has already borne fruit, and 
a sub-committee of the Committee of Ways and Means is 
preparing a bill which proposes to reform our tax system 
on the principles suggested by the President. Of this sub- 
committee, the Hon. Fernando Wood, the Chairman of the 
Committee of Ways and Means, is the leading member, and 
it is important for us to know that for some years he, and 
other members of the committee, have been elaborating the 
subject. In that part of the new tax bill devoted to the 
customs, much delay and many formidable obstacles will no 
doubt be encountered. But in the internal revenue portion 
of the bill the difficulties can be dealt with more expedi- 
tiously. The principle laid down by the President is both 
very sound and very simple. As few objects should be taxed 
as possible, and the pressure of fiscal burdens should be 
made as light as possible to the country. Much has already 
been done. It is hoped that the internal revenue bill will 
be reported first, and it can be followed by the tariff bill 
which is more voluminous, and will therefore require a longer 
period for completion in committee and discussion in Congress. 
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THE PANICS AND OUR RECUPERATIVE PROSPECTS: 


A painstaking English economist, Mr. Robert Giffen, in the 
Fortnightly Review for October, has given a long essay on the 
panic of 1873. He begins by saying that the three chief 
features of the period of stagnation which followed that 
revulsion have been—the universality of the depression, the 
enormous amounts of capital previously sunk in the railroads 
and other works for the development of new or half-civilized 
countries, and the comparatively slight effect as yet produced 
upon wages in England. All these points are interesting, but 
none are fundamental. It is a fact that the depression has 
spread rapidly from one country to another, and that it has 
exerted an almost simultaneous general influence throughout 
Europe, and in this country known. The collapse at Vienna, 
in 1873, which was at once the herald of the era of depres- 
sion that followed it, had for its cause a lock-up of capital 
in unprofitable enterprises, something like the absorption of 
capital which brought about the severer collapse in this 
country. So general was the real effect that it may, indeed, 
be said that France was almost the only country that did 
not suffer from it. 

But what, it may be asked, is the natural deduction from 
this very wide extent of the stagnation? Is it likely to 
make the process of recovery more slow and difficult, as well 
as more uncertain? This question, Mr. Giffen does not 
attempt to answer; he contends that the reaction, when it 
does come, will be greatly assisted by those railways and 
other public works, in which a large proportion of the money 
expended has been sunk. This is a hopeful prospect if true. 
But in what sense and how far is it true? Mr. Giffen says 
that capital itself has been to a great extent “written off” 
by those who invested it, that they have taken their losses at 
their worst, and any advantage derived from the work 
actually done will be assisted by the general economy that 
the unbroken succession of losses has rendered necessary. 
But if the property of widows and orphans in one country 
has been sent to another country and lost, we fail to see how 
any economy on the part of the ruined losers can bring it 
back again. Undoubtedly the expenditure of capital for pur- 
poses of material improvements, in the years from 1867 to 
1873, was altogether unprecedented. During those years the 
railroad mileage of the world was doubled, but it is 
important to remember that the majority of the new lines 
were built when they were not wanted, and where they can- 
not become remunerative for many years, if ever. 





1878.] THE PANICS AND OUR RECUPERATIVE PROSPECTS. 503 


Mr. Giffen gives a long list of the loans floated in London 
from 1867-73, which shows the extent to which the English 
community risked its savings during that short error of 
general confidence. Excluding Turkey, Mr. Giffen puts 
down Egypt for £ 32,000,000; Chili, for £ 5,250,000; Peru, 
for £ 24,000,000; Brazil, for £ 10,000,000; Russia, for 
£ 77,000,000; Hungary, £ 22,000,000; he thus gets a total 
of £ 170,000,000, or 850 millions of dollars. If to this total 
are added the loans to the bankrupt foreign countries which 
formed the subject of the recent inquiry of the House of 
Commons committeee, it will be found that _ nearly 
£ 200,000,000, or 1000 millions of dollars were lent to 
the countries mentioned, in addition to the loans to Turkey, 
Australia, or India. Of course, the entire amounts of these 
figures were not subscribed or remitted to the borrowing 
countries, and a great deal was spent in England, in pur- 
chasing iron and various commodities, the profit on which 
might be so much saved for further investment; but most of 
the money has gone to “exploitation,” and the market value 
of the securities created, certainly does not represent nearly 
their cost. The financial journals of Continental Europe are 
complaining that Holland, Germany, and, in a less degree, 
France, have suffered in the same way as England. The 
savings of those countries have been sunk to an immense 
amount in unremunerative enterprises or worthless invest- 
ments, and there is at present not much to show for them 
and but little hope for the future. 

There are other aspects of this loss which Mr. Giffen does 
not examine, though well worthy of attention. For example, 
the very rapid increase in the demand for English manufac- 
tures developed by this lending of one portion of British capi- 
tal, led to the investment of another portion in the erection of 
mills, foundries, furnaces and other permanent works to 
supply this demand. The capital thus used, unless some 
fresh outlet can be found, will depreciate and will cause a 
still further loss in the future. This is a point which Mr. 
Giffen seems to have wholly ignored. To make it more 
clear, let us remember that the total exports of British pro- 
duce in 1868 amounted to £ 179,678,000, and that in 1872 
they had reached the enormous sum of ¥£ 256,257,000. The 
increase in four years was forty-two per cent. This aggre- 
gate fell again in the year 1876 to £ 200,639,000, or only 
4 21,000,000 in round figures above the total for the year 
1868. Yet, in the meantime, the productive machinery, the 
manufacturing power of England, her mills, furnaces and 
factories had been largely augmented, and there is nothing 
to show that the fall in prices can account for more than 
a fraction of the difference. To the United States the 
exports of British manufactures are known to have fallen 
from ¥£ 40,737,000 in 1873 to £ 16,824,000 in 1876; and as 
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against 975,000 tons of iron in 1872 England shipped only 
160,000 tons in 1876. Until some other customers are found 
to take her goods, which are not wanted as formerly in the 
markets of the United States, the capital invested in the 
furnaces and rolling mills of Great Britain will be certainly 
exposed to loss. Precisely the same thing would occur if 
Indian cotton mills could undersell Manchester. The natives 
would buy the Indian cloth if it were cheaper, and, however 
much the Indian subjects of England might benefit, it would 
be difficult to show that the capitalists of Lancashire— 
or the operatives of the North of England—would be 
gainers, either directly or indirectly, by the diversion of 
4 19,000,000 of trade. Not merely the “ profit’? would be 
lost, as Mr. Giffen urges, but the capital in the buildings 
would be depreciated, and the mechanics and workpeople 
would be thrown out of employment. 

Mr. Giffen is, however, quite right in his statement that 
so far the industrial classes of England have suffered from 
the continued strain very little dimunition of their wages. 
“There has probably never been a great commercial crisis 
in England which caused so little suffering to the mass of 
the nation.” Moreover, there has been no increase, but 
rather a decline in pauperism, contrary to the ordinary rule. 
The workmen get higher wages, do not migrate, and in 
some cases work shorter hours. Another point Mr. Giffen 
refers to is the appearance of foreign goods at a cheap price 
in the domestic markets of England; but such incidents, he 
says, invariably occur at times of panic and industrial depres- 
sion, and, as an illustration that other countries suffer in the 
same way, it has been pointed out that the Italian news- 
papers have been recently grumbling that English manufac- 
turers were underselling Italian makers in some of their 
specialties at a price that could not be remunerative. This 
general protection of the wages class of producers through 
the period of depression is attributed to the growth and 
value of the home trade of England to which might be 
added the marvellous growth of her direct and indirect colo- 
nial trade, which has tended in a remarkable degree to lessen 
the pressure upon the operative classes; but in spite of all 
this it may well be that the full stress of the trouble on 
the industrial population has not yet come. Both in the 
iron and the cotton industries many firms have worked on 
at a loss or very small profit, preferring to await the com- 
ing of better times rather than to disorganize their 
productive machinery or incur the risk of putting out their 
furnaces and closing their mills. In the United States and 
in England there is reason to doubt whether this process can 
be carried on much further, and the shortening of the hours 
of labor, which was conceded during the time of inflation, 
has diminished production and enlarged its cost. Under these 
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circumstances, it is not easy to see from Mr. Giffen’s paper 
any good reason for believing that in England, in the United 
States, or in other countries, the body of the people who 
work for weekly wages can fail to suffer their full share of 
the prevailing depression in the decline of wages, and this 
decline may not be the more welcome or the less irritating 
because it has been long delayed. Mr. Giffen expresses the 
opinion that the depression has almost run its course and 
will probably be soon followed by a _ period of prosperity, 
but he does not attempt to support his conclusion by argu- 
ment, contenting himself with the statement, that as such 
has been the usual sequence in the past we may fairly 
expect it to be repeated in the future. 


ENGLISH AND AMERICAN BANKING COMPARED. 
BY GEORGE WALKER. 


The recent report of the Comptroller of the currency gives 
the situation of the National banks of the United States on 
the first day of October, 1877. In the Economist for October 
2oth, there is also given the semi-annual statement of the 
English Joint Stock banks (including the Bank of England 
and the Welch banks) for the half year ending June 3oth, 
1877. In order to institute a comparison between the Ameri- 
can and English systems of banking we have somewhat con- 
densed these statements, and present them as follows: 

Statement showing the condition of the 2,080 National 
banks of the United States, October 1, 1877. (See annual 
report of the Comptroller of the currency, December 3, 1877, 


P. 5) 
LIABILITIES. 
To Shareholders— 


Capital stock $ 479,467,771 
Surplus fund 122,776,121 
44,572,679 
3,623,704 
————__ $ 650,440,275 
To the Public— 


Circulation, including $ 481,738 State bank notes 

outstanding 292, 355,974 
EPIVGRE: GODORIES «...< cacssacecsicdnbinacionnecsasedsoussbene 616,403,987 
Public ‘¢ (Treasurer U. S. and Disbursing 

Is iis ci dciadenrecrdidigamiusamasdantddcenceane 10, 349,698 
Due to other banks and bankers. .........s.s.seseseee 161,606, 393 
Paper re-discounted 3,791,219 
Bills payable ; 6,137,117 


$ 1, 741,084,663 
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ASSETS. 


Loans and discounts, including demand loans on 
U. S. bonds, and on other stocks and bonds. 
IE is ss scssesatscsnssissesasecsens pasesasacasances 


United States Bonds— 


Deposited to secure circulation 
- - Public deposits...ccccccscese see 


$ 336,810,950 
14,903,000 
30,088, 700 

9 219, I 75 


Other stocks and bonds 
Due from other banks and bankers, including 
WEURUUE BOING, .. ceiiccosatsnscss  cabscssssecacanios 
Real estate, furniture and fixtures.............ssceses 
CMPRONE CRPOMEOT 5 icccscnssnsisccuscssevcesecessoacsonsees 
Cash, viz., checks, etc 
Exchanges for Clearing Houses 
Bills of other National banks..............000. 
PP RUCRMANEE CUNDOUIEN «55 cocessissnsidnsicoctecnsnese 
Specie 
EQGaItONMer BOCES. .occoccecsesesesssasosccesooces 
- ¥ ‘¢ deposited with Treasurer 
as reserve on circulation 
U. S. certificates of deposits 
Due from Treasurer, U. S 


$ 11,674,588 
74,525,216 
15,531,467 

900, 806 
22,658,820 
66,920,684 


14,494,634 
33,410,000 


1,527,119 


$ 388,243,290 
3,677,303 


$ 391,021,825 
3454352995 


129,917,141 


45,229,983 
6,915,792 


241,643,334 


$ 1,741,084, 663 


Statement showing the average condition of the Joint Stock 
banks of England and Wales (including the Bank of Eng- 


land) for the half year ending June 30, 1877. 


ment to the LZconomist of October 20, 1877), £=$ 


LIABILITIES, 
To Shareholders— 


Capital stock paid up. 
Reserve fund and undivided profits..........sssseeses 


$ 156,081,175 
57,061,165 


To the Public— 
Circulation 
Bills of exchange in circulation, 
credits, drafts, etc 
Deposit and current accounts..........cccccccccccsceses 


acceptances, 


ASSETS. 


Cash, including money at call, investments, Gov- 
ernment stock, etc 

Bills receivable and discounted, overdrawn ac- 
counts, loans, and other securities 

DGUGINgS, GHG GUNGTION. ...ccrccccsssessecsasesesesessseses 


(See supple- 
. 


$ 213,142,340 


140, 542,920 


205, 190,460 
666, 288, 360 


$ 1,225, 164,080 


564, 154,685 


640, 877,345 
20, 132,050 


$ 1,225, 164,080 


The American reports are much more complete than the 
English, as the returns are required in this country to be 
made in a uniform manner and in great detail, as prescribed 
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by the Comptroller of the currency. In England, on the 
contrary, there is no uniform law, if there is any law what- 
ever, requiring statements from any other banks than the 
Bank of England, and no pains is taken to make such volun- 
tary exhibits as are published conform to any common plan. 
Banking in England is a mystery, and those connected with 
the business are jealous of any attempt to make it otherwise. 
One of the most distinguished of the practical bankers as 
well as financial authorities in London, to whom the writer 
had explained the system of bank examinations made by our 
public examiners under the National system, exclaimed : 
“What! do they let them examine the discounted paper? We 
should never submit to that in England!” The _ writer 
explained that no objection was ever made to such examina- 
tions in the United States, and that without looking at every 
piece of paper discounted, and every collateral to it, such 
examinations would be of no value, The same English finan- 
cier has recently advised in the Aconomist, with regard to our 
banking system as follows: “The banks also may continue 
to make frequent returns of the amount of their reserves, 
and of the leading particulars of their liabilities and assets. 
But all official inspection should be given up, as in itself 
necessarily imperfect and fallacious, and as inducing the 
public to rely more on the Government, than on the exercise 
of their own vigilance and prudence.” We fail to understand 
on what grounds corporations, monetary or for other pur- 
poses, can properly ask the aid of Government to give them 
being and credit, and to limit the liability of their consti- 
tuent members, and in the same breath refuse to submit to 
that official supervision, which is the correlative duty which 
Governments owe to their subjects when thus creating artifi- 
cial persons. Nor do we perceive how the public is to have 
any means of knowing the internal condition of banking cor- 
porations unless from published reports, the accuracy of 
which if not certified, is at least confirmed by the per- 
sonal investigations of disinterested and competent officials. 
We do not say that the official examination of banks in this 
country prevents losses and failures, nor that it is not some- 
times collusive and corrupt; but we do know, from a consid- 
erable practical experience, that it is generally honest and 
capable, and that it greatly reduces such losses and failures 
in frequency and degree of resulting injury. As evincing the 
salutary influence of a Board of Bank Commissioners 
required to make such personal examinations, and clothed 
with great power to prevent abuses, we recall an instance in 
which the Bank Commissioners of Massachusetts required 
the Directors of a bank, which had declared and published 
notice of a dividend, to annul the same under penalty of 
injunction, the Commissioners knowing by recent examina- 
tions that the bank was not in a condition properly to make 
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it. The order was promptly and willingly obeyed, and the 
bank soon restored to a sound position. In another case, a 
Boston bank of very large business and entirely solvent, was 
stopped by summary injunction, which the statute required 
the Supreme Court to issue on the ex farte information of 
the Commissioners, because it had ingeniously evaded the 
specie reserve law,’ and insisted on continuing to do so, the 
facts being such as could only have been ascertained by a 
personal examination of that and other banks, through the 
instrumentality of which the evasion was accomplished. 

Returning to the two statements, from a consideration of 
which we have been led into this digression, we find the fol- 
lowing interesting facts. The reader will remember that the 
statistics do not completely represent the banking of either 
England or the United States, as the private banks in Eng- 
land, many of which issue circulating notes, and the State 
banks in the United States, the circulation of which is prac- 
tically withdrawn, are not included in them. But none the 
less do the institutions represented fairly illustrate the differ- 
ent way in which the business is conducted in the two 
countries. 

In the first place it will be observed that the proportion 
of capital and surplus to the total amount of liabilities is 
only 17% per cent. in England, while in the United States 
it is thirty- seven per cent., proving the justice of a remark 
once made to the writer by the late Mr. Bagehot, that in the 
United States we bank on our own capital, while in England 
they bank on capital borrowed from other people. Next it 
will be observed that the proportion of cash assets (includ- 
ing Government bonds) to liabilities, other than to share- 
holders, is larger in the United States than in England, 
being, according to the above statement, 574 per cent. here 
to 55% per cent. there. These figures, however, are far less 
favorable to the superiority of the American position than 
would appear if the two accounts were made up in the same 
way. In point of fact, “cash” in the English statement 
includes a good many items which are excluded from the 
American. Thus “money at call,” and “investments,” as 
well as ‘Government stocks, etc.,” are treated as cash in 
England, but are, in this country, excluded from cash assets, 
though, for the purposes of this comparison, we have treated 
United States bonds as cash. What is meant by “ invest- 
ments” we do not know, unless it answers to the “ other 
stocks and bonds” which figure for thirty-four and a half 
millions in the American statement. In the fourteen redemp- 
tion cities alone, demand loans, which are “loans at call,” 
amcunted to $81,471, 194, and there must be a considerable 
further amount included in the loans of the 1,845 so-called 
“country banks.” If these eighty-one millions only are 
added to the cash and United States bonds, we have a total 
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of $714,135,354 of cash assets to $1,094,268,092 of liabilities 
to the public, or 65% per cent.; against $564,154,685 of cash 
to $1.012,021,740 of such liabilities, or 55% per cent. in the 
English statement. The actual cash held by the banks of 
the United States, ($ 241,643,334), was twenty-two per cent. 
of liabilities to the public. It has always been asserted by 
English writers that the actual cash held by English banks 
is far below this percentage, but the veil which hides the 
real condition. of all banks, but the Bank of England, from 
the public makes the precise figures matter for conjecture. 
In respect to surplus funds, which are one of the best tests 
of conservative banking, the English statement shows over 
thirty-six per cent. to capital, and the American nearly 
thirty-five per cent. 

The weakness of all banks lies hidden in their loans, dis- 
counts and nondescript investments. No mere array of 
figures serves to give any information about this class of 
assets; but the larger the proportion of liabilities covered 
by cash and convertidle assets, such as we have treated as 
cash in both statements, the smaller is the probability that 
the undescribed assets will prove inadequate to protect the 
public. It is, therefore, gratifying to find that the debt of 
the American banks to the public, uncovered by cash and 
immediately convertible assets, is only thirty-five per cent. of 
its whole amount, leaving only 380 millions of such debt 
covered by loans, discounts and tangible property, estimated 
at 1,026 millions, or 270 per cent. Thus it appears that the 
aggregated strength of the system is very great, for it is not 
conceivable that the business has been so badly conducted 
as to shrink nearly two-thirds of the amount represented by 
loans. The English statement, on the contrary, shows that 
forty-five per cent. of the debt to the public, or 448 millions 
of dollars, is left to depend on the goodness of loans, dis- 
counts and other assets than cash, amounting to only 661 
millions, or 148 per cent. The greater strength of the 
American position lies in the fact that shareholders in this 
country furnish so much more of the capital used in the 
business. As the debts are a first lien, the capital stock is 
simply a guaranty fund. 

The conclusion of the whole matter is that, judged by ali 
practicable tests, American banking rests on more solid 
foundations than that of England. When it comes to the 
actual management of the capital invested and borrowed we 
are by no means ready to concede that the business is not 
conducted with as much prudence, and attended with as 
little loss here as there. 

In the matter of profit, owing to the comparative smallness 
of the capital or the business done, England has signally 
the advantage. The American banks have, according to the 
Comptroller’s report, divided 7.09 per cent. on their capital 
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and surplus during the last year; but as only 5.62 per cent. 
on capital has been earned during the year, a considerable 
portion of the dividends have been paid from surplus. In 
England the dividends have been much higher. Of the fifty 
banks included in the above statement ten paid from twenty 
to 2656 per cent.; seven from fifteen to 1834 per cent.; four- 
teen from ten to fourteen per cent.; ten from seven to 9% 
per cent.; four six per cent. and under, and four made no 
dividends. 


RESUMPTION IN FRANCE AND THE UNITED 
STATES. 


The time fixed for the resumption of specie payments in 
France has now arrived, and there is no doubt that if France 
succeeds in resuming without financial perturbation, her suc- 
cess will have a favorable influence here. On the other 
hand, if anything occurs of a sinister character it may 
injure the prospects of resumption here, even though the 
trouble should not be directly due to resumption at all, but 
to the Eastern war, the inflation of credits, or the acceptance 
of Egyptian bonds and other dubious investments by the 
Credit Foncier and various leading financial companies in 
Paris. In Mr. Garfield’s speech on resumption in the House 
of Representatives, November 16th, he makes some instruc- 
tive remarks on the analogy between the financial situation 
in France and in this country. Having shown the legal 
arguments and the moral reasons favorable to resumption, 
he discusses as follows the obstacles which will have to be 
encountered, and it is in this part of his address that he 
refers to the example of England and France. He says: 

“What are the obstacles to resumption in accordance with 
the law we have passed? The first great obstacle stated by 
gentlemen who have argued the question is this: that we 
have not enough currency in the country for its business, 
and that some measure of contraction will be likely to attend 
the further execution of the provisions of the resumption law. 
Before I enter directly upon that objection, I desire to state 
a fact for the consideration of those who hear me. In that 
prosperous era of 1860, when there was free banking in most 
of the States, and the banks were pushing all the currency 
they could into circulation, without limit, there were just two 
hundred and seven millions of paper currency, and that was 
the largest volume that this country had ever known. Years 
ago, and again recently, I have gone through the reports, 
and made the most careful estimate of which I have been 
capable, and I beg to state that two hundred and seven mil- 
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lions is the amount for 1860. It is true that for a few 
months, just previous to the panic of 1857, the volume of 
paper money did reach two hundred and fifteen millions ; 
but that was wholly exceptional. In no year of prosperity 
had the volume been so great as in 1860. Now, nobody esti- 
mates that the amount of coin in the country in 1860 was 
more than $ 250,000,000. The received estimate is two hun- 
dred millions. Add that sum to the two hundred and seven 
millions of paper circulation, and you have four hundred and 
seven millions of currency—paper, and silver and gold. How 
much have we to-day? This day, or rather on the first day 
of this month, we had seven hundred and twenty-seven mil- 
lions of greenbacks, bank notes, fractional currency, and frac- 
tional silver ; and, if you add the nine millions of copper and 
nickel money now outstanding, it makes a present volume of 
seven hundred and thirty-six millions of currency, counting 
no gold whatever, although the Pacific coast uses a _ large 
amount. Now, I put it to the judgment of this House, if, 
under free banking in 1860, four hundred and seven millions 
was the limit of possible currency that could be kept in cir- 
culation, how can it be said that almost twice that amount 
is needed and is hardly enough for the wants of 1877? 
Have the laws of value changed in seventeen years? Gentle- 
men who assert a dearth of currency at the present time, 
must point out the new elements in our fiscal affairs that 
require three hundred and twenty millions more money than 
was needed in 1860. No theory of currency that existed in 
1860, can justify the volume now outstanding. Either our 
laws of trade, our laws of value, our laws of exchange, have 
been utterly reversed, or the currency of to-day is in excess 
of the legitimate wants of trade. But I admit ‘freely, that 
no Congress is wise enough to determine how much currency 
the country needs. There never was a body of men wise 
enough to do that. The volume of currency needed depends 
upon laws that are higher than Congress, and higher than 
governments. One thing only legislation can do. It can 
determine the quality of the money of the country. The 
laws of trade alone can determine its quantity. 

“In connection with this view, we are met by two historical 
references opposing resumption. The first is the reference to 
France. I gladly follow the allusion to France. France has 
always used more money than either the United States or 
England. I admit it. But the traditions and habits of 
France are as unlike those of England and the United States 
as those of any two nations of the world can be—in regard 
to the use of money? In France, banking, as an instrument 
of trade, is almost unknown. There are no banks in France 
except the Bank of France itself. The government has been 
trying for twenty years to establish branches in all the 
eighty-nine departments, and thus far only fifty-six branches 
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have been organized. Our National, State, and private banks 
number nearly ten thousand. The habits of the French peo- 
ple are not adapted to the use of banks as instruments of 
exchange. All the deposits in all the Savings bank of France 
are not equal to the deposits in the Savings banks of New 
York City alone. It is the frequent complaint of Americans 
who make purchases in Paris that the merchants will not 
accept drafts even on the Bank of France. Victor Bonnet, 
a recent French writer says: ‘The use of deposits, bank 
accounts, and checks, is still in its infancy in this country. 
They are very little used even in the great cities, while in 
the rest of France they are completely unknown. It is, how- 
ever, to be hoped that they will be more employed hereafter, 
and that here, as in England and the United States, pay- 
ments will be more generally made through the medium of 
bankers, and by transfers in account current. If this should 
be the case, we shall economize both in the use of specie 
and of bank notes, for it is to be observed that the use of 
bank notes does not reach its fullest development except in 
countries where the keeping of bank accounts is unusual, as 
is evident by comparing France in this respect with England. 
M. Pinard, Manager of the Comptoir d’Escompte, testified 
before the Commission of Inquiry, that the greatest efforts 
that had been made by that institution to induce French 
merchants and shopkeepers to adopt English habits in respect 
to the use of checks and the keeping of bank accounts, but 
in vain; their prejudices were invincible. It was no use 
reasoning with them; they would not do it, because they 
would not.’ So long as the business of their country is 
thus done hand to hand by the use of cash, they need a 
much greater volume of money in proportion to their busi- 
ness than England or the United States. 

“How is it in England ? Statistics which no man will gain- 
say, show that ninety-five per cent. of all the great mercantile 
transactions of England, are done by drafts, checks, and 
commercial bills, and only five per cent., by the actual use 
of cash. The great business of commerce and trade is done 
by drafts and bills. Money is now only the small change of 
commerce. And how is it in this country? We have adopted 
the habits of England, and not of France, in this regard. 
In 1871, when I was chairman of the Committee on Banking 
and Currency, I asked the Comptroller of the Currency to 
issue an order naming fifty-two banks which were to make 
an analysis of their receipts. I selected three groups: the 
first was the city banks; not, however, the clearing-house 
banks, but the great city banks not in the clearing-house 
associations. The second consisted of banks in cities of the 
size of Toledo and Dayton, in the State of Ohio. In the 
third group, if I may coin a word, I selected the ‘coun- 
triest’ banks, the smallest that could be found, at points 
away from railroads and telegraphs. 
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“The order was that those banks should analyze all their 
receipts for six consecutive days, putting into one list all that 
can be called cash either coin, greenbacks, bank-notes or 
coupons, and into the other list all drafts, checks, or com- 
mercial bills. What was the result? During those six days, 
$ 157,000,000 were received over the counters of the fifty-two 
banks; and of that amount, $19,370,00o—twelve per cent. 
only in cash—and eighty-eight per cent. of that vast amount, 
representing every grade of business, was in checks, drafts, 
and commercial bills. Does a country that transacts its busi- 
ness in that way need as much currency afloat among the 
people as a country like France, without banks, without sav- 
ings institutions, and whose people keep their money in 
hoards? 

“Let us now consider the conduct of France during and 
since the German war. In July, 1870, the year before the 
war began, the Bank of France had outstanding $ 251,000,000 
of paper circulation and held in its vaults $ 229,000,000 of 
coin. When the war broke out they were compelled imme- 
diately to issue more paper and to make it a legal-tender. 
They took pattern by us in their necessity, and issued paper 
until on the 19th of November, 1873, four years ago next 
Monday, they had $ 602,000,000 of paper issued by the Bank 
of France, while the coin in the bank was reduced to 
$ 146,000,000. 

. “But the moment their great war was over, they commenced 
to reduce their paper circulation ; and in one year reduced 
it almost $100,000,000, and increased the coin _ reserve 
$ 120,000,000. In the year 1876, they had pushed into circu- 
lation $ 200,000,000 of coin, and retired nearly all their small 
notes. They are at this moment within fifty days of resump- 
tion of specie payments. It is worth while to notice the 
fact that France has not yielded to the paper-money doc- 
trines which find so much favor here. One of her ablest 
financial writers, Victor Bonnet, writing in July, 1873, says: 
‘It is difficult to say to what point we can reduce the credit 
circulation; but, whatever point that may be, a paper cur- 
rency will never be sound unless it is based on a very con- 
siderable reserve of specie, nor unless it is accompanied by a 
favorable state of the exchanges. The fact that we have 
lately had a paper circulation of 3,000,000,000 francs without 
depreciation, does not militate against this assertion. This 
result was accomplished by means of a large reserve of specie, 
and a favorable state of the foreign exchanges. It succeeded 
perfectly, and we may fairly assert that, financially speaking, 
it saved France. Nevertheless, we ran great risks. If trade 
had not revived immediately after the commune; if foreign- 
ers had not shown confidence in the future of France by sub- 
scribing to our loans; if we had been obliged to export a 
large amount of specie to pay the Prussian indemnity; in a 
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word, if the exchanges had continued very unfavorable to us, 
as they were for a brief period at the end of 1871, our paper 
money would very quickly have fallen in value, and its down- 
ward progress would have been rapid, much more rapid than 
the increase in its amount. Fortunately for us, the contrary 
of all this has happened; but let us not draw any false 
inferences for the future from this happy concurrence of cir- 
cumstances. We may be sure that the principles which regu- 
late a credit currency are precisely the same in 1874 as they 
were prior to 1870, and that a condition of legal tender and 
suspended specie payments, is always a misfortune. We sub- 
mit to it when it is inevitable, but we should hasten to get 
out of it as soon as we have the means.’” 

It is somewhat singular that the approach of specie pay- 
ments in France has not provoked any of the popular agi- 
tation and opposition which has been so conspicuous in this 
country. Perhaps in some degree the exemption may have 
been caused by the fact that the political crisis in France 
has been so absorbing as to withdraw attention from 
abstract speculation about the principles of the currency, It 
should also be remembered that as in the United States we 
do not suffer more from the depression left by the panic 
of 1873, than other commercial nations suffer who have 
not been approaching specie payments, so France has 
suffered much less than any of them. But for the depres- 
sion of business, which is due to other causes, and is genx 
eral throughout the world, we should have had much less 
agitation against resumption in the United States. 

The Bank of France holds at present 2,106 millions of 
francs in specie and bullion. Her note issues amount to 
2,435 millions of francs. With $451,000,000 of coin and 
$ 487,000,000 of outstanding circulation, it is clear that that 
institution is abundantly able to meet its notes. Indeed, coin 
is paid over its counter to a considerable extent already. It 
is on this account in part that the specie of the Bank of 
France is now less than it was a year ago when the amount 
reported was 2,167 millions of francs. In December, 1875, 
the specie of the bank amounted to 1,607 millions; in 1874, 
to 1,297 millions, and in 1873, 732 millions. At the last- 
named date the notes of the banks amounted to 2,925 mil- 
lions. It thus appears that, in France, as in the United 
States, the preparation for specie payments has consisted in 
the two-fold movement of accumulating coin and contracting 
the volume of the outstanding notes. The contraction in 
four years in France has amounted to 500 millions of francs, 
or $ 100,000,000; while the accumulation of coin has amounted 
to nearly 1,400 millions of francs, or $280,000,000. The 
course of events in the immediate future will be watched 
with much interest, not only in this country but in Italy 
and in other European countries where specie payments are 
at present suspended. 
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This much disputed point has just been settled by the 
Supreme Court of the United States. The question arose 
out of an Internal Revenue demand upon the Equitable 
Trust Company of New Haven. The commissioner claimed 
that the Company ought to pay the taxes imposed upon 
bank capital because its business was essentially that of a 
bank. This was denied by the Company, and their position 
is sustained by the highest Court of Appeal in this country. 
The facts of the case are very simple. We find from a copy 
of the opinion of the Court, for which we are indebted to 
the Hon. John Jay Knox, Comptroller of the currency, that 
the Equitable Trust Company is a corporation created by the 
laws of the State of Connecticut, and its principal office or 
place of business is at New MHaven, in that State. Its 
“only business has been and is the investing of its own 
capital in mortgage securities on real estate, and selling such 
mortgage securities with the Company’s guaranty. It does 
not collect or receive, nor has it ever collected or received, 
any deposit of money subject to be paid, or remitted on 
draft, check, or order; nor does it receive deposits, issue 
notes, or make discounts of any description whatsoever, nor 
do any other business than above stated.” In “investing 
said capital in mortgage securities on real estate as afore- 
said, the manner adopted by the corporation has been and 
is as follows: To make loans thereof to individuals, taking 
from the borrower a bond, . . . and securing the pay- 
ment of said bond by a mortgage deed of real estate, exe- 
cuted by the borrower in conformity with the laws of the 
State where such real estate is situated. To the negotiation, 
sale and guarantee of such bonds this Company is exclu- 
sively devoted, and it incurs no obligations except those 
arising from such guaranty.” That such is the character of 
the Company, and that such is the nature of its business, is 
stipulated of record ; and the only question presented by the 
case is, whether a corporation doing such a business is a 
“banker” within the meaning of section 3,407 of the Revised 
Statutes of the United States relative to Internal Revenue. 

On these facts the Court declares that the Equitable Trust 
Company is clearly not a banker in the ordinary acceptation 
of the word. This conclusion is supported by the following 
elaborate argument. “Congress has defined who shall be 
regarded as bankers, for the purposes of taxation under the 
revenue laws. Section 3,407 of the Revised Statutes, p. 673, 
enacts that ‘every incorporated or other bank, and every 
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person, firm, or company having a place of business where 
credits are opened by the deposit or collection of money or 
currency, subject to be paid, or remitted upon draft, check, 
or order, or where money is advanced or loaned on stocks, 
bonds, bullion, bills of exchange, or promissory notes, or 
where stocks, bonds, bullion, bills of exchange, or promissory 
notes are received for discount or for sale, shall be regarded 
as a bank or as a banker.’”’ 

“The statute describes three classes of artificial and of 
natural persons, distinguished by the nature of the business 
transacted by them, and declares that individuals embraced 
in either of the classes shall be considered bankers. The 
first class is composed of those who have a place of business 
where credits are opened by the deposit or collection of 
money or currency, subject to be paid or remitted upon 
draft, check or order.” It is not claimed the Company 
engaged in that branch of business, or that they are included 
in this first class. The agreed state of facts expressly repels 
any such claim. 

“The second class are those who have a place of business 
where money is advanced or loaned on stocks, bonds, bullion, 
bills of exchange, or promissory notes.” It is contended on 
behalf of the plaintiff in error, that the Company is included 
in this class because it advances or loans money on bonds. 
The case, however, states that all the loans the Company 
makes are investments of its own capital in mortgage securi- 
ties on real estate. It is true the bonds of the borrowers are 
taken with the mortgages, but the bonds are mere evidence 
of the debt. The money is advanced or loaned on the secu- 
rity of the real estate mortgaged, and not on the security 
of the bond. We think Congress, in the clause of the act 
we are now considering, intended reference to transactions 
entirely different from loans or advances made on the per- 
sonal promise or undertaking of the borrower. The words 
used are not technical. They are, therefore, to be under- 
stood in their common and popular sense. Dwarris on Sta- 
tutes, 573. And that, in common understanding, an advance 
or loan of money on stocks, bonds, bullion, bills of exchange, 
or promissory notes is an advance or loan where those 
species of property are pledged as collaterals, or are hypoth- 
ecated to secure the return of the advance or the payment 
of the sum lent, is unquestionably true. It can be nothing 
else where the money is advanced or lent on stocks or 
bullion ; and, by the Statute, bonds, bills of exchange and 
promissory notes are placed in the same catalogue with 
stocks and bullion. All of them are alike the subjects on 
which the advance or loan is made. It is a fair presump- 
tion, therefore, that Congress regarded an advance or loan 
on bonds as similar in its character to an advance or loan 
on stocks, involving in each case an hypothecation of the 
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subject on which the advance is made. If not so—if it was 
intended to embrace loans generally, there was no necessity 
for introducing the qualifying words “on bonds, bills of 
exchange, or promissory notes.” It was, however, not the 
lending, but the method or mode of operation, which was in 
view. If it was mere lending Congress had in contemplation, 
it is difficult to conceive of a reason why mortgages of real 
estate were not included with stocks, bonds, bullion, etc. 
But it is a well known common usage for banks to make 
advances or loans on the hypothecation or pledge of such 
property, though not upon the hypothecation or mortgage of 
real estate. There was a reason, therefore, for omitting real 
estate from the catalogue of things upon which the advances 
or loans contemplated might be made. Advances on that 
are not within the ordinary business of a banker. To us, 
therefore, it appears plain that it is the business of advanc- 
ing or lending in the mode usual with bankers—that is, on 
collaterals or on the pledge of personal property—that, by 
the Statute is defined to be banking within the intention of 
Congress, and that lending upon mortgages of real estate is 
not intended. 

“The third class described by the Statute comprises those 
who have a place of business where stocks, bonds, bullion, 
bills of exchange, or promissory notes are received for dis- 
count or for sale.” The language is not “where stocks, 
bonds, etc., are sold,” or “are held for sale.” Surely Con- 
gress did not intend that corporations or persons who have 
a place of business where they sell their own stocks, bonds, 
bullion, bills, or notes should be regarded as bankers. If 
they did, a vast proportion of the corporations and of the 
merchants and manufacturers of the country would be 
included. But the language of the Statute is “where” such 
property is “received for discount or for sale.” The use of 
the word “received” is significant. In no proper sense can 
it be understood that one receives his own stocks and bonds, 
or bills, or notes, for discount or for sale. He receives the 
bonds, bills, or notes belonging to him as evidences of debt, 
though he may sell them afterwards. Nobody would under- 
stand that to be banking business. But when a corporation 
or natural person receives from another person, for discount, 
bills of exchange or promissory notes belonging to that 
other, he is acting as a banker; and when a customer brings 
bonds, bullion, or stocks for sale, and they are received for 
the purpose for which they are brought, that is, to be sold, 
the case is presented which we think was contemplated by 
the Statute. In common understanding, he who receives 
goods for sale is one who receives them as an agent for a 
principal who is the owner. He is not one who buys and 
sells on his own account. 

In conclusion the Court declares that “the Equitable Trust 
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Company lent its own money, taking bonds and mortgages 
therefor. Those bonds it sold with a guaranty. It sold 
only its own property, not that received from other owners 
for sale. Such a business, in our opinion, did not consti- 
tute the corporation a banker, as defined by the revenue 
laws.” 

There is no doubt as to the soundness of the decision 
above given. It is not only good in a legal and equitable 
point of view, but it favors a sound fiscal policy which 
demands that the movements of capital between lenders and 
borrowers should not be cramped by the mechanism of taxa- 
tion. So far as it goes, this decision exempts certain opera- 
tions of lending and borrowing from the interference of the 
tax collector. Congress, it is hoped, will soon carry the same 
principle to its legitimate end and will exempt from every 
species of Federal taxation all bank deposits and bank capital, 
so that the movements of capital between the lender and the 
borrower may not be impeded and checked as they are now 
to the great injury of the business of the country. 
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THE PROFIT OF REMONETIZATION. 
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The silver question has many phases. It presents an 
interesting scientific problem as to the practicability and 
usefulness of the alternative standard. It is presented to the 
public as a topic for popular discussion, in the aspect of an 
economical measure. By readopting the silver dollar we are 
to utilize the production of our own mines; we are to find 
in the world a larger stock of the material of money than 
if we used gold alone, and consequently are to have less 
difficulty in obtaining the needed supply. The number of 
those who make the advantages, real or supposed, of remone- 
tization, to the Government or to the community at large, 
the leading motive, is comparatively small. Many more of 
the supporters of the silver dollar scheme occupy the position 
of supporters of it because they fancy, or have been con- 
vinced, that the restoration of the silver dollar will be a 
benefit to a class in the community which has their sym- 
pathy. 

In a certain sense, not an offensive sense, this advocacy 
of the silver dollar scheme is selfish. That is to say, most 
of the persons who support it for other than strictly public 
reasons, believe that they, personally, will derive good from 
the measure. Perhaps, probably, this consideration alone 
would not overcome any decided objections they could see 
to the measure on other grounds; but they have been told, 
and have been made to believe, that it will also help all 
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who are in any sort of financial difficulty—debtors, who will 
be pinched if the supply of money at the time of resump- 
tion is limited ; laborers, whose wages will be cut down; and 
poor people generally. Such advocates of remonetization are 
not only honest and sincere, but are impelled by a motive 
that is entitled to the highest respect. It is the purpose of 
this article to inquire whether the notion that remonetiza- 
tion will help debtors, the wage-earning classes, and the 
farmers of the West and South, be well or ill-founded. 

The question might be considered from two points of 
view: first, that of the strict bi-metallist, who holds that a 
law remonetizing the silver dollar will make that coin of 
equal value with the gold dollar; and secondly, on the 
assumption that such a law would only establish a legal 
standard for the payment of debts, without adding materi- 
ally to the value of silver for other purposes. If the first 
supposition be correct, however, the question is answered as 
soon as it is asked. If the silver dollar is to be no cheaper 
than the gold dollar, the latter can be obtained as easily as 
the former, and remonetization would confer no benefit upon 
either the debtor or the wage-laborer. In fact, there would 
be a loss to both from the adoption of the measure. If a 
scarcity of money tends to lower the prices of commodities, 
as no doubt it does, then the person who earns a dollar a 
day has a direct interest in wishing that the aggregate num- 
ber of dollars in circulation shall be small rather than large. 

Perhaps it will be said that remonetization will equalize 
the values of the two dollars by causing a depreciation of 
the gold coin, simultaneously with the appreciation of the 
silver coin. It is not intended here to discuss the reason- 
ableness of such theories, but only to see to what they lead, 
assuming them to be true. This theory of a rise in silver 
and a fall in gold, places us at once on the basis of a dol- 
lar that is worth less than the gold dollar now is. What is 
the worth of a dollar? It is measured by what the dollar 
will buy. If, then, the gold dollar is to be of less value 
than it now possesses, we have only adopted another form 
of saying that there has been a general rise in prices. It is 
a matter of universal observation that labor is not among 
the purchasable commodities that feel early the effects of 
circumstances tending to raise prices; and this is putting 
the law of social economy in a very mild form. What, then, 
are the circumstances of the laborer when remonetization 
has cheapened the dollar, or in other words, raised prices? 
He earns little or no*more than before; he pays more for 
what he needs to consume; and consequently his surplus is 
smaller. But it may be said the debtor will find his posi- 
tion improved, because the dollars he requires to pay his 
debt are not so costly. True, provided the debtor has on 
hand the funds wherewith to pay, but not otherwise. If he 
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has the money in hand, he can turn it into silver, which, 
according to this theory, will then become more valuable, and 
thus a part will do the work that at present would require 
the services of the whole. is this the class of debtors for 
whose relief it is proposed to restore the standard silver 
dollar to the coinage? The debtor who has not the money, 
who has still to earn it, is in the position of the laborer 
whose wages are no higher, but who pays more for the cost 
of living. He gets ahead more slowly than before. 

Possibly, however, he is not a day laborer, but a farmer, 
raising wheat in Minnesota. Let us see how remonetization 
affects him. It will be admitted that the value of his pro- 
duct is regulated generally, subject to temporary perturba- 
tions, by the price of wheat in Liverpool. That is, the value 
of every bushel of grain he has on hand is the value of 
the same amount in Liverpool, mznus the cost of putting it 
there and minus also the profits of those through whose 
hands it passes, the remainder being converted into United 
States currency. Now the theory may be, either that remone- 
tization will equalize the values of gold and silver, by level- 
ing down and up all over the world, or that the equalizing 
effect will be altogether or chiefly limited to this country. 
In the one case there will be a higher quoted price of wheat 
in Liverpool; but all the deductions to be made before the 
farmer gets his share of the proceeds will be increased; and 
the augmented cost of living would swallow up the rest of 
the expected increase of profit, leaving the farmer no better 
off than he was. On the other hand, if remonetization is not 
greatly to cheapen gold, or greatly to enhance the value of 
silver, except in the United States, there will be no higher 
nominal price of wheat in Liverpool; the charges upon 
transferring the grain to market will be increased as before; 
the share which the farmer receives will be actually less 
than if the gold basis prevails, and it will be depreciated 
money at that. 

Without discussing the truth of any of the theories that 
form the basis of the preceding examination, we sum up 
the result of our inquiries to this point. Granted that re- 
monetizing the silver dollar would have the effect of equal- 
izing the values of the two dollars, the act would confer no 
benefit upon any class in the community that needs relief; 
and that, too, whether the equalization proceeded from the 
tour de force of a Congressional Act which raised the silver 
dollar clean up to an equality with the gold dollar as it 
now is; or whether the approximation came from a mutual 
attraction of the two values. 

The mono-metallists deny absolutely the power of law to 
keep the two dollars at par with each other, except within a 
very limited range. That there is an exception none can 
deny. Probably a silver dollar of American coinage would 
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even now command a premium in gold as a numismatic curi- 
osity. But neither this exception nor any other could be 
carried far into the tens of millions without breaking down 
and becoming illustrations of the rule. At least such is the 
theory of the gold bullionist. Let us now examine the effects 
of remonetization on the basis of the assumption of the 
mono-metallists, namely, that a large coinage of silver dollars 
will result : 

1) In a permanent but fluctuating inferiority of those coins 
to gold dollars; (2) in the reduction of the value of the 
dollar in common use to the bullion value of 412% grains 
of standard silver; and (3) in no appreciable effect upon 
the general purchasing power of gold. From this point of 
view there is nothing but evil in the proposition. All that 
has been said with reference to the consequence of making 
a standard between the present price of gold and the 
present price of silver, applies with full force here; and 
several other mischievous consequences are superadded. In 
the first place the standard would be not only lower but 
in a state of constant oscillation. We know well enough 
the evils of the variable yardstick in our present currency, 
The bad consequences fall largely upon the poor who can- 
not protect themselves. But “while our currency is paper 
money of home manufacture we can at least regulate the 
amount of it. If we inflate it the act is our own. We can 
stop inflating and contract whenever the situation becomes 
perilous. To establish a silver standard and open the mints 
to free coinage puts it out of our own power to stop infla- 
tion. The “effete monarchies of Europe” can inflate our 
currency. 

Moreover, the difference between the bullion value of gold 
and the bullion value of silver in all our foreign trade will 
accrue to the money changers, and not to the people. A 
— of wheat is sold in Liverpool at its gold value. The 
large dealers and the people who buy and sell exchange 
convert the proceeds into silver, and pay the farmer in the 
cheaper medium. For ail our purchases abroad we must pay 
gold, or silver at its gold value. We thus place ourselves, 
and particularly the producer of the goods exported and the 
consumer of the goods imported, at the most extreme disad- 
vantage. The two classes just named are precisely those 
which the silver party proposes to protect by a method that 
will ruin them. 

If we now inquire by what process a coined dollar gets 
into circulation, we shall see that no matter what is the 
theory accepted in regard to the effect of remonetization 
upon the value of silver, the profit on the issue goes to the 
issuer, who shares with nobody, except under circumstances 
to be noted hereafter. Silver bullion, an avoirdupois ton of 
it, is sent to the mint, which turns out from it $30,000 odd 
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in silver dollars. Suppose the issuer is the Government. 
Then the dollars are paid out for salaries, or to mail 
contractors, or in satisfaction of any other claim against the 
National corporation. The claim is for so many dollars, and 
these silver coins are to be accepted as full payment. The 
first person who receives them from the issuer is forced to 
submit to a discount amounting to the difference between the 
real and the nominal or legal valuations of the coins, be that 
difference little or great. His only relief is in the permis- 
sion which the Government gives him to force his own 
creditors to accept the same coins at the legal valuation. If 
there is no difference, then the Government makes no profit 
on the coinage, the person to whom it is paid neither gains 
nor loses, and it is neither easier nor harder for anybody in 
the community to earn a dollar. When there is a difference 
the Government makes a profit, but the public neither gains 
nor loses so long as the law making it a tender for the pay- 
ment of debts is obeyed. If, from any cause whatever, the 
coin loses its fictitious value and drops to its value as bul- 
lion, then the holder of the coin at the time the catastrophe 
occurs bears a loss equal to the profit Government has made. 
It has been just as hard to earn the coin, up to this time, 
as if it were actually of full value. Obviously it must have 
been so, for otherwise we should meet with this contradic- 
tion,—that the dollars were of full value, and yet would not 
purchase so much of a given commodity, namely, labor, as 
that dollar whose bullion and legal value coincide. 

The case is slightly, or not at all, changed, when the 
issuer of the dollar deriving its nominal value from _ its 
shape and the stamp upon it, is a private person—a pro- 
ducer of silver bullion or a dealer in the article. The 
Government might, by limiting the coinage, and by accept- 
ing in payment of taxes the small amount thrust into cir- 
culation, keep the silver dollars at par; and it would have 
an inducement to try to do so. The private owner of bul- 
lion has no motive beyond that which impels him to get 
all he can for his merchandise, and he is deterred by no 
fear of consequences to himself, from forcing a large amount 
of over-valued dollars upon the community. He will pay all 
his obligations with metal which has been raised by no effort 
or merit of his own—five, ten or even more per cent. in 
value. The sum remaining on hand is to be disposed of in 
some way. If he finds the public slow to absorb the dollars 
he sells them for what they will bring. A market price 
below par is thus established, and the standard money 
becomes of depreciated and fluctuating value. This is the 
case where the issuer shares the profit with others. The 
money which is used for the payment of debts becomes an 
article of trade with the brokers, who take the profit which 
western farmers are hopefully expecting from the restora- 
tion of silver to the currency. 
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To what does all this argument lead? To the conclusion 
that the value of gold or silver money does not depend 
upon the medal shape, or upon the words and figures it 
bears, or upon the country issuing it, or upon any law by 
which the issuing government fixes a legal valuation, but 
solely upon the amount and fineness of the bullion and the 
market price of the bullion. The only exception to this 
law is that a government can, and most governments do, sup- 
ply a subsidiary coinage of less than full value, which 
passes current in small sums simply from necessity and con- 
venience. But the moment such coins are in excess of the 
needs of the community for the purpose of small change, 
they must fall to a discount. 

One thing is certain. The producing, the laboring, and the 
debtor classes can derive no advantage from the cheapening 
of money, since, even if they were to receive more for what 
they have to sell, whether wheat or muscular power, they 
must pay more for what they must buy. It would be a 
fine discovery if one could open to the world a way by 
which the sellers of commodities could receive higher prices 
without taking more from the purchasers. The remonetiza- 
tion of the silver dollar is not the first step on the royal 
road to wealth. If that dollar is to be a measure of value 
it will measure all values. It will measure them as accu- 
rately as gold will do it; but unless it is actually worth 
as much as a gold dollar in the bullion market, the two 
measures can never be the same. 

EDWARD STANWOOD. 


[ We commend the foregoing article of our contributor for its fairness of 
statement and its freedom from the usual imputation of unworthy motives 
to those of different views. Two points are, however, open to comment. 
It may be questioned whether the value of wheat in this country is 
entirely fixed by the price offered in Liverpool as is intimated. There 
is also to be observed a curious parallelism in the prediction of results 
to follow free coinage of silver. What both sides predict may be accepted 
as true. The statement is that, with free coinage of silver, ‘*a private owner 
of silver bullion has no motive beyond that which impels him to get all he 
can for his merchandize (silver bullion,) and he is deterred by no fear of con- 
sequences to himself from forcing a large amount of over-valued dollars upon 
the community.” We think that this is a fair statement, which would be 
agreed to by each party as one of the first and most important results of 
free coinage of silver. Curiously we here find an agreement; but would this 
be an evil or a good result? Silver advocates say that our financial depres- 
sion, our idle labor, our ills of all kinds, are mainly brought about by the 
unwillingness of holders of money, apprehending further depression in 
prices, to do exactly what it is here predicted that holders of silver will 
do after remonetization. The want of confidence on the part of capital- 
ists is admitted to be the great cause of ills: if silver is remonetized 
and silver and paper are on a par, then, as both disputants predict, the result of 
free coinage of silver will be activity of money. Perhaps the reverse of the 
proposition would not be agreed to, but we have apparently one point of 
accord, and some of our doubtful readers may be helped from this to 
form an opinion upon this vital but complicated question of silver remoneti- 
zation.—Ep. B. M.] 
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BRAZIL AND ITS COMMERCE. 


In the* present depressed condition of trade and the 
feebleness of our mercantile marine, commercial enterprise, in 
search of new fields of activity or extended operations in 
the old, naturally turns to South America. Brazil, covering 
more than three-sevenths of that continent, bordering on all 
its other political divisions except Chili, and possessing a 
seaboard of 4,000 miles, offers the chief attraction. That it 
is worthy of much more attention than it has received 
from our manufacturers, merchants, and shipowners may be 
readily seen. 

Stretching through thirty-nine degrees of latitude (from 
5° 10’ N. to 33° 46’S.) and the same extent of longitude 
(from 34 47’ to 74° 7’ W. from Greenwich), it comprises 
a region of varied and exhaustless resources. In the North 
lies the valley of that highway of waters, the Amazon, with 
its mighty affluents; the South is drained by feeders of the 
Rio de la Plata; while the East is watered by streams flow- 
ing into the Atlantic between the Amazon and the Plata, of 
which the Parnahyba, Sao Francisco, and Parahyba do Sul 
attain the dignity of great rivers. Between these river 
systems lies a region of highiands and mountains, rich in 
minerals. The empire is chiefly in the torrid zone, though 
it extends ten degrees into the south temperate zone. With 
superabundant moisture and equatorial heat, the great 
Amazonian’ basin presents all the conditions of vege- 
table growth, and its limitless forests yield countless varie- 
ties of woods, gums, dyes, textile substances, etc., which, for 
the most part, have never been turned to account, but seem 
only to await Yankee ingenuity and Yankee energy to be 
made subservient to the uses of man, and tributary to com- 
merce. The southernmost districts of the country, with a 
more temperate climate, produce the cereals, and afford pas- 
turage for numerous herds of cattle; while the coast 
provinces send forth coffee, cotton, sugar, tobacco, and 
other staples. On an estimated area of 3,219,000 square 
miles (nearly 200,000 square miles greater than that of 
the United States, excluding Alaska), Brazil has, according 
to the final results of the census of 1872, 10,110,090 inhabi- 
tants, including 1,510,806 slaves, who, under the operation of 
the law of 1871, are diminishing in number. Though, 
as a whole, so sparsely peopled, the empire is not without 
important centres of population, having five cities of over 
30,000 inhabitants, viz.: Rio de Janeiro, 228,744; Bahia, 
129,109; Recife, or Pernambuco, 116,671; Belem, or Para, 


35,000; and Maranhao, 31,604. It may be added that, under 
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a wise ruler, Brazil has offered the unique spectacle, among 
South American countries, of stable government and com- 
parative political repose. Is its commerce worth striving 
for? The following figures will indicate its importance: 
Fiscal Years. Imports in Milreis.* Exports in Milreis.* 


1870-71 144,750,896 166,949,293 
1873-74 166, 538, 852 189, 893, 606 


1874-75 167,549, 181 208, 494,257 
1875-76 172,149,044 183,601,540 
In the year first named, the most recent for which the 
details have been officially published (Rio de Janeiro, 1876,) 
76,023,896 milreis of the imports, or 5214 per cent., came from 
Great Britain and possessions; 12,413,868 from France and 
possessions; 9,276,976 from Portugal and possessions, and 
only 7,636,623 milreis, or 5.27 per cent., from the United 
States. Of the exports for the same year, 58,687,685 milreis, 
or 35 per cent., went to Great Britain and possessions, and 
53,423,102 milreis, or 32 per cent., to the United States. 
Our imports from and exports of domestic products to 
Brazil, according to the reports of the Bureau of Statistics, 
have been as follows: 
Fiscal Years. Imports, Domestic Exports. 
1870-71 F 30, 560,648 $ 5,945,397 
1871-72 30, 134,249 5,864,920 
1872-73 38, 558,028 7093, 187 
1873-44 43,911,315 7,562,852 
1874-75 42,033,046 7,634,865 
1875-76 4594535173 75253,216 
1876-77 43,498,041 7,499, 118 
During the above period the imports from Brazil have 
been from 4.7 per cent. to 9.5 per cent. of our total imports, 
while the exports to Brazil have been but slightly above 
one per cent. of our total exports. The commerce of the 
United Kingdom with Brazil, according to official British 
reports, has been as follows: 


Calendar Imports from Exports to 
Years. Brazil. Brazil. 


1870 £ 6,127,448 & 5343803 
1871 6,693,425 6,536,945 
1872 9450,249 7,781,820 
1873 7+399:974 7,876,595 
1874 7,003, 131 8,046, 150 


From these figures it may be seen that the total imports 
of Brazil were nearly nineteen per cent. greater in 1875-6 
than in 1870-71; that the exports from the United States 
to Brazil were twenty-six per cent. greater in 1876-7 than 
in 1870-71, and that the exports from the United Kingdom to 
Brazil were forty-five per cent. greater in 1874 than in 1870. 
So that while the United States have gained slightly in com- 
parison with the total imports of Brazil, they have lost con- 
siderably in comparison with the British share thereof. It 


*The Milreis is worth somewhat over half a dollar, or more exactly, 5434 cents, 
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should also be observed that while there has been a steady 
increase in the total imports of Brazil and in the British 
exports thereto, our exports thither have remained nearly 
stationary since 1872-3. Comparing our total exports with 
our exports to Brazil, we find that the increase of the latter 
has been greater, though but slightly, than the increase 
(twenty per cent.) of the former. With respect to our 
imports from Brazil, they have increased more rapidly than 
those of Great Britain. Coffee forms some five-sixths of our 
imports from that country. Of 317,970,665 lbs. imported into 
the United States in 1874-5, valued at $50,591,488, 229,701,637 
Ibs., valued at $35,099,274, were brought from Brazil. Let 
us see what articles Brazil imports and what proportion is 
derived from the United States. Among the imports of 
1870-71 were the following: 
Articles. Value in Milreis. From U. S., Milreis, 
NGOS BUNNY SOS ose: cn ncnsiccarasnsaced ikeaseads 1,978,979 soe 2,877 
Cod and other fish 1,714,703 see 74,929 
Butter . 2,115,414 eee 13,316 
635,481 eee 1,074 
268,979 eee 242,463 
4,257,331 te 2,880,439 
Tn. extniaiesadcsesainckubas inven ibanosidemmanaaes 623,999 ee 205,419 
Tar and pitch, Maniade se cicateue 47,553 ne 2,686 
Gums, resins, balsams, etc. 282,591 ose 106, 680 
Petroleum, kerosene, etc. 1,541,642 os 1,430,829 
Spirits of turpentine 89.198 ese 69,881 
NINN os. «atch csnatiplacast,) cuase Ganadusaannane 671,201 on 181,650 
PUN TRMABRT.. sscoccccccnccsecscsecasscccosaneasecss 284,470 eee 133,742 
PI shits ccnastccsnicab<cslatwasmeadsnscencnt 250,004 eos 53-873 
Straw hats... 606, 396 ons 2,207 
Lime, cement, etc 427,877 ost 9,854 
Coal 593579405 pan 197,582 
Earthenware. 1,037, 334 eee 65 
Glassware 497,906 eee 24,215 
Gold leaf, jewelry, etc 757,659 ne 380 
Iron and steel 931,427 cae 522 
Brom andl steel Pats, .....5..0cescsiesccccacssiccces 245,452 one 55345 
Other manufactures of iron and steel 2,818, 367 ee 60,617 
ROD ca ceknascdasinnatnecsas pjsscicasnasecetans 369,740 Per 1,800 
NIN, codtenvasadhscsiuelacsmnmndesaunsmetnegiaaen 63,956 ae 33,159 
ROD I a iioniiis uiasccnissscadcansscmincanansien 76, 504 as 45,542 
Agricultural implements, machinery, etc... 2,374,736 ses 268, 688 
Other machinery and tools...........0.s0s0000 1,758,062 a 319,437 
NMED: -<cidue<acctneananccnaiabanns 3752454 si 
Matches, etc 296, 316 eee 19,377 
Cotton, cotton fabrics, and clothing 41,858,359 ae 409, 112 
Arms and ammu nitions, .. .. ....0...c00seeeee 1,179,580 ov 9,008 
Paper for printing, writing, walls, etc 1,376,426 “i 84,828 
Wool, woolen fabrics and clothing 10, 337,409 nae 978 
Flax, linen fabrics and clothing 59 382,425 ba 3,839 
Silk, silk fabrics and clothing 2,853,607 wee 10,802 
Chemical products, pharmaceutical com- 
pounds and medicaments.............0..0+ 345 419 one 33»739 
Manufactures of copper and its alloys 825,463 ove 26,528 
Dyes, varnishes, &c 339,801 ina 44,125 
Snuff, cigars, &c 449,524 pee 58,176 
Harnesses, &c. 124,093 see 790 
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From this incomplete list it will be seen that Brazil 
receives from us in considerable quantities but a few articles, 
while she has other needs, now wholly neglected by us, which 
we might supply. For instance, why should the Brazilians 
have to send to Great Britain and France for boots and 
shoes, butter and cheese, and to Great Britain for cotton 
cloths? That there has been little done since 1870-71 toward 
entering new fields may be seen from our exports for 1874-5. 
In that year the chief articles we sent to Brazil were: flour, 
worth $ 4,191,124; lard, $591,708; illuminating oil, $574,307 ; 
cotton cloth, chiefly colored, $430,066; lumber, $283,787 ; 
machinery, $268,279; drugs, chemicals and _ medicines, 
$127,110. The following are the principal articles exported 
from Brazil in 1873-4, with their value in milreis: coffee, 
EIO,172,535; cotton, 23,631,522: sugar, 17,758,557 5. hides, 
11,220,097 ; India rubber, 10,631,829; tobacco, 5,372,242; mate 
(Paraguay tea), 2,329,712; gold and diamonds (chiefly the 
latter), 2,000,003 ; farina ( chiefly manioc), 1,898,524 ; rosewood, 
1,424,080 ; horse-hair and wool, 797,934; cocoa, 758,200 ; rum, 
472,924. The coasting trade of the Empire, being open to 
foreign flags, is also worthy of note. In 1873-4 the value of 
coastwise importations was 144,195,971 milreis; in 1874-5, 
115,774,949; in 1875-6, 96,936,424. We thus find offered to 
American enterprise a country of vast extent, with a foreign 
commerce of some $ 200,000,000 and a coasting trade of more 
than $50,000,000, which sends abroad raw products and is 
dependent upon foreign sources for all sorts of manufactured 
goods, besides other important articles. Our existing com- 
merce with this country exceeds the not inconsiderable sum 
of $50,000,000, chiefly articles which we receive thence, while 
we permit other nations, notably Great Britain, to supply 
Brazilian demands which might be met by our factories, dai- 
ries and farms. The present moment, when capital is seek- 
ing wise investments, when our manufacturers in some 
branches are underselling the English in their own markets, 
when public attention, both in Brazil and in the United 
States, has been attracted by the recent visit of the Emperor, 
and the Philadelphia Exhibition, to the importance of closer 
relations between the two countries, would seem to be pecu- 
liarly auspicious to an effort to draw to ourselves some por- 
tion of the trade with that Empire which now flows in other 
channels. It rests with our steamship owners, merchants, 
manufacturers and capitalists to say whether the opportunity 
shall be seized or suffered to escape. 

J. W. Hawes. 
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POLITICAL ECONOMY ; 


1TS MEANING, METHOD, LIMIT, AND NATURE, AND THE APPLICA- 
TION OF ITS PRINCIPLES.* 


BY ALBERT SIDNEY BOLLES. 


A comparison of definitions with the things defined will 
show that absolute precision is rarely attained except in 
defining material objects. Things pertaining to the imma- 
terial world, though having unquestioned existence, are not 
often defined in such a way as to satisfy every mind. Thus, 
there is such a thing as consciousness, nothing is more real, 
yet the definitions proposed are very numerous and conflict- 
ing. There is such a science as political economy, but what 
are its limits is an open question, even among the most 
critical economic writers. 

It will be admitted, however, that definitions, though 
imperfect, are necessary to mental progress. As the farmer 
must fence or mark his land to indicate where it is, so 
words and departments of knowledge must be defined and 
bounded to give them any significance. Hence, a definition 
must be given to political economy ; otherwise, before travel- 
ing far, we would be lost as completely as a ship in mid- 
ocean upon a starless night without compass or other guide 
to point the way. 

The definition to which economic writers have yielded a 
more general assent than to any other was framed by the 
physiocrates, adopted by Condillac in his Za Commerce et le 
Gouvernment, and afterward transplanted into English soil by 
Archbishop Whately; it is “the science of exchanges.” The 
precision of this definition is unquestioned, because exchanges 
are clearly marked off from other actions’ of men. But, if 
political economy adhered strictly to this definition, concern- 
ing itself only with exchanges, several topics of great import- 
ance, which hitherto have been almost universally regarded 
as belonging to the domain of economic science, would be 
forever excluded. The vast importance of taxation no one 
will question; but, according to this definition, it has no foot- 
hold in political economy. Indeed, some writers who do not 
hesitate to accept the foregoing definition, among whom is 
Macleod, perceive so intimate an alliance between political 
economy and several subjects, such as taxation, poor-laws, 
colonization and population, that he has discussed them in 
his economic writings. Likewise Prof. Perry, while declaring 
this definition “to be exactly right,’ does not hesitate to 


* An Introductory Lecture, before the Senior Class of Boston University, January, 1878. 
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treat of taxation, land, and production in his Zlements of 
Political Economy. In fine, many of its acceptors have 
quietly smuggled into their writings most of the economic 
subjects excluded by the definition, just as Prof. Perry and 
Macleod have done. 

Now, if the boundary set by this definition is not to be 
exceeded, what shall be done with all those subjects which 
hitherto have been universally conceded as belonging to 
economic science ? Shall taxation be relegated to works on 
Government, and production be left out in the cold? And 
what concerning the important subject of the profitable and 
unprofitable consumption of wealth? Are all these matters 
to be ignored, or buried; or a new department of study to 
be created for their preservation and development? Rather, 
a more comprehensive definition must be employed, one 
covering the entire economic field. 

The physiocrates proposed another definition, more com- 
prehensive, yet less precise than the one mentioned, namely, 
the production, distribution, and consumption of wealth. 
Adam Smith never defined the expression, but discussed the 
subject under the title, Zhe Wealth of Nations. Rogers, in a 
foot-note to his edition of Smith, suggests the following 
definition: “The science of those forces which set labor in 
motion, in so far as that labor is employed on objects which 
thereby acquire a value in exchange.” Senior has defined it 
“as the science which states the laws regulating the produc- 
tion and distribution of wealth.” McCulloch’s definition is 
longer, if not more comprehensive. “The science of the 
laws which regulate the production, accumulation, distribu- 
tion, and consumption of those articles and products that 
are necessary, useful, or agreeable to man.” It will be 
noticed that McCulloch differs from Senior chiefly in the 
use of a periphrasis for the term wealth. Mill, in his Princi- 
ples of ‘Political Economy, has said that “writers on political 
economy profess to teach, or to investigate, the nature of 
wealth, and the laws of its production and distribution; 
including, directly or remotely, the operation of all the causes 
by which the condition of mankind, or of any society of 
human beings, in respect to this universal object of desire, is 
made prosperous or the reverse.’”’ Walker declares that “ politi- 
cal economy is the science of wealth, and professes to teach 
the laws by which the production and consumption of wealth 
are governed.” Only two more definitions will be given: the 
first, by a thoughtful writer, Simon Newcomb, who defines 
political economy as “the study of the mode of operation of 
those causes which affect the production, distribution, and 
consumption of wealth, in so far as they act through human 
volition.” The other definition is by Cairnes, who defines 
political economy to be the “science which, accepting as 
ultimate facts the principles of human nature, and the physi- 
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cal laws of the external world, as well as the conditions, 
political and social, of the several communities of men, inves- 
tigates the laws of the production and distribution of wealth, 
which result from their combined operation; or thus :—as the 
science which traces the phenomena of the production and 
distribution of wealth up to their causes, in the principles of 
human nature and the laws and events, physical, political, 
and social of the external world.” 

Two distinctions may be observed between these defini- 
tions and the first, worthy of notice. The first distinction is, 
while the central idea of the first definition is value, 
exchange, action; the central idea of the other definitions is 
wealth. According to the former definition, political economy 
is concerned primarily about human action ; according to the 
latter, with objects, their production, exchange, and consump- 
tion. 

Of greater consequence, however, is another distinction, the 
comprehensive character of all the definitions above men- 
tioned in comparison with the first. This is included in the 
other definitions; but these also include much more. The 
consumption and production of wealth find a secure footing 
in political economy according to them; but not according 
to the definition mentioned in the beginning. 

If we were to select from the definitions thus given the 
one which, in our judgment, approximates nearest to the 
truth, we should say that political economy is concerned with 
the facts and principles which relate to the production, 
exchange, and consumption of wealth. 

In explanation of this definition, it may be said, political 
economy deals with facts as distinguished from speculations 
and theories. It is true that speculations and theories are 
not entirely foreign to the study; but the primary business 
of political economy is to ascertain the facts relating to the 
production, exchange, and consumption of wealth. As _ for 
the principles of economic science, they are derived from a 
study of the facts, and are nothing more than a name for 
certain classes or series of facts of a uniform character. The 
terms production, exchange, and consumption, are employed 
according to their popular use, so that nothing further need 
be said about them. The last word in the above definition, 
wealth, has caused more dispute than any other, and Prof. 
Perry declares it to be “the bane of political economy.” Yet, 
if the term value possesses a precise signification, as Prof. 
Perry asserts, and wealth be defined as anything forming the 
subject of value, we do not see why just as precise a signifi- 
cation does not attach to wealth as to value; nor why it 
may not be as effectively employed. 

This definition, it is true, is-not clearly cut; but a worse 
difficulty inheres in the expression, political economy. This 
expression was almost unknown before the _ physiocrates 
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appeared, who employed it as the name for an abstract science 
which comprehended the natural rights of man in all his 
social relations. Since their day, the range of the phrase has 
been riarrowed ; yet, even now, it conveys such an inadequate 
notion of the science that several writers, among whom may 
be mentioned Hearne, Syme, and Macleod, have substituted 
other expressions therefor. The word economy is not objec- 
tionable perhaps, for it was used by Aristotle and Xenophon, 
to denote the judicious management of one’s property; and 
in our time, has come to mean frugality or parsimony. But 
the employment of the adjunct, political, in this connection 
is not felicitous. Its use is too general, excluding the con- 
sideration of private economy, and even the economy of any 
particular State or nation. Now the science itself relates 
more to the individual production, exchange, and consumption 
of wealth, than to that of a particular State, or of the world, 
If the term political, when employed as a qualifying word to 
economy, had reference to the world, its use would conform 
more strictly to its signification; while if the economy of a 
particular State were the subject of consideration, the expres- 
sion could be further modified by adding the name of the 
State; on the other hand, if individual economy were simply 
considered, only the qualifying terms individual or private 
might be used. 


* ‘ K * * * * * * ok 


This is why business men do not take more kindly to 
economic writings, because many of the assumptions and 
deductions of political economy are found to be erroneous, 
They do not harmonize with the teachings of experience. 
Economic phenomena are not to be accounted for and 
explained half so easily as most economists imagine. Accord- 
ingly, they are often accused by business men, and not 
unjustly, of speculating and theorizing too much; and of 
knowing too little about the facts pertaining to the subjects 
they profess to have mastered. Instead of searching diligently 
for facts, not infrequently, they accept the imperfect labors of 
others, and build thereon in such a way as to cause business 
men, who possess a better knowledge of the truth, to smile 
at the weakness of the superstructure. They are like the 
philosophers, of whom Bacon has said, “they make imaginary 
laws for imaginary commonwealths,”’ and whose “discourses 
are as the stars which give little light because they are so 
high.” Rogers, in his preface to Adam Smith’s Wealth of 
Nations, says, “that half, and more than half, of the fallacies, 
into which persons who have handled this subject have fallen, 
are the direct outcome of purely abstract speculation.” It 
is so much easier to dream and speculate than to burrow 
amid facts that the innate laziness of mankind has exhibited 
itself even among economists. Yet as gold can be procured 
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only by toilsome mining, so the gold of economic truth is 
hid among great masses of facts which must be dug over to 
find it. By neglecting to do this, by speculating and theor- 
izing, when a patient gathering and mastery of facts were 
necessary, economists have sometimes turned out to be only 
quacks imposing upon the public. Unluckily, instead of 
injuring only themselves by their work, they have done much 
to bring the science of political economy into disrepute. 

But, if business men have reason to find fault with some of 
the teachings of political economists, it is a graver fault to 
suppose the facts and principles of economic science can be 
mastered only by those who travel in the walks of business. 
A knowledge of a particular business is not necessarily 
limited to those engaged therein; it may be acquired by 
outsiders. It is true, there may be practices, frauds, decep- 
tions, which are kept carefully concealed; but all the prime 
facts concerning the production, exchange, and consumption 
of wealth in any particular manner, may be acquired without 
spending a life-time in the task. Is it not quite absurd to 
maintain that the process involved in a business must be 
learned by applying it, and cannot be acquired in any other 
way? A complete answer, however, to this supposition of 
business men is found in the works of some economists who 
have investigated certain subjects. Thus, fifty years ago, 
Thomas Tooke made an inquiry concerning the effect of 
money on prices, and his great work on the History of Prices 
is a monument of patient and profitable toil. No one will 
deny the great difficulty of the subject which Tooke investi- 
gated, or question the success of his efforts. The investiga- 
tion of the British Parliament into the causes of the suspen- 
sion of specie payments by the Bank of England, and what 
was needed to bring about the restoration of them, is another 
illustration. The celebrated 2ullion Report sets forth princi- 
ples relating to money, the truth of which has not been 
questioned to this day. In 1867, Rogers published his work 
upon Agricultural Prices and Wages in England during the 
Twelfth and Thirteenth Centuries, a work of vast and critical 
labor, and which gave a new rendering to the social and 
economic history of England for the two centuries covered 
by it, ‘enabling us to see in detail” says Newmarch, “how 
far-reaching and potent were wages, prices, and pestilences in 
modifying from top to bottom the coherence of the English 
polity, and the power of our sovereign lord, the King, under 
the early Plantagenets.” 

Of those in this country who have been the most diligent 
in collecting economic facts, David A. Wells holds a promi- 
nent place. Though his reports to the Government, during 
the period in which he held the office of Special Commis- 
sioner of Internal Revenue, are infected with error, and lack 
the critical sifting necessary to endow them with the highest 
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value, they are, nevertheless, mines of important information. 
While there are perhaps no formal treatises in this country 
containing a very large stock of original economic facts, 
many an admirable monograph has been produced by eco- 
nomic writers, challenging the attention of thoughtful men. 

Thus we believe the supposition, that only business men 
know anything about the facts and principles of political 
economy, is completely disproved. The supposition of business 
men contains this truth and no more, that they often know 
more about the facts relating to their business than outsiders, 
and hence are capable of forming better conclusions con- 
cerning it. On the other hand, political economists possess 
this advantage, their vision is not mystified by pecuniary 
interest. Their judgments are unclouded by prejudice; 
undisturbed by thoughts of gain or loss. It is unneces- 
sary to say anything concerning the unconscious warping of 
opinions and beliefs by interest and desire; the fact lies 
within every one’s experience. 


Comte has brought a charge against political economy 
going to the foundation of the science, namely, that the 
facts should be studied ensemble, or together, while historical 
economists repeat the charge to this extent, that they accuse 
the deductive economists, Smith, Ricardo, Mill, Cairnes, and 
their predecessors, of treating man only as a selfish being in 
respect to the production, exchange, and consumption of 
wealth. In other words, the conduct of man is studied too 
narrowly by deductive economists. 

That they do thus isolate man is evident from the follow- 
ing passage in Mill’s Zogic, which is a fair reflection of the 
opinion of the writers just mentioned: “ Political economy is 
concerned with man solely as a being who desires to possess 
wealth. It makes entire abstraction of every other human 
passion or motive; except those which may be regarded as 
perpetually antagonizing principles to the desire of wealth, 
namely aversion to labor, and desire of present enjoyment of 
earthly indulgences. These it takes to a certain extent into 
its calculations because they do not merely, like other desires, 
occasionally conflict with the pursuit of wealth, but accom- 
pany it always as a drag or impediment, and are therefore 
inseparably mixed up in the consideration of it.” 

As Mill’s statement on this point is a very bold one, and 
often quoted, it is only fair to state his reasons for proceed- 
ing in this manner. He declares that no economist has ever 
been so irrational as to suppose that men are thus consti- 
tuted, but that this is the only manner in which science can 
proceed. He regards such a method as imperfect, but nec- 
essary. And is not this a satisfactory answer? Let the 
inductionist go on forever widening his circle of facts, 
must he not stop somewhere short of encirling all? It is 
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impossible for any mind to do otherwise. Toil never so 
patiently, and go never so far, more facts are left ungathered 
which would throw light upon the most common problem. 
The real division among economists on this question is, where 
shall the circle be drawn? How large a field shall be sur- 
veyed? And not whether man shall be isolated or not; for 
~ induction, however comprehensive, fails to embrace every 
act. 

We believe it to be true that deductionists have fallen into 
many errors in consequence of taking a too circumscribed 
view of the conduct of men in respect to the acquisition of 
wealth. What Syme, Leslie, Comte, Roscher, Hildebrand, 
Knies, and Marx, have said in this regard is worthy of gen- 
eral indorsement. Will Syme’s assertion be questioned, that 
in sociology we do not proceed by separating the social from 
the anti-social or self-regarding forces? Or that the moralist 
does not ignore either the self-regarding or the social ten- 
dencies of man’s nature when he treats of the ethical senti- 
ment? On the contrary, as Syme says, the moralist fully 
recognizes both. While it is unquestionably true that men 
act from motives of self-interest, it is a grievous error to 
make this always the leading or controlling motive concern- 
ing wealth. Man is impelled by a great variety of motives, 
as we have shown on a previous page. This enthroning of 
self-interest as the guiding star of humanity is contrary to 
the facts in a vast number of cases. Men are incited by 
sympathy, by honesty, by other sentiments and principles. 
It is a mistake to suppose that thousands of business men 
are incited, less by a desire to do right, than to acquire gain. 
With them the idea of doing right is central and controlling. 
The isolation of all motives, except the motive of self-interest, 
is altogether too narrow a conception, giving rise to many 
imperfect deductions, of which the world would have heard 
nothing had men been looked at with full open vision. 

It may be that it was necessary to draw this narrow 
boundary in the beginning. Perhaps if an attempt had been 
made to go further the inquirer would have been puzzled 
and lost amid the vast complexity of facts enveloping him. 
The mind is too limited in its capacities to hold and classify 
all the complicated facts pertaining to the subject. We 
believe that political economy proceeded in the only manner 
possible in drawing a narrow line around man in the outset, 
and in looking at him exclusively as a selfish being, but as 
firmly do we believe the time has come when a wider induc- 
tion is possible; and necessary also, if economic conclusions 
are to square with the truth. 

Yet there must be a limit to economic inductions even 
now. One cannot move at random over the vast fields of 
economic research without getting lost. Rumelin puts the 
idea well when he says, as a consequence of going off into 
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new paths of inquiry, that a writer “may be attractive, origi- 
nal, full of wit, but his system ceases to be solidly built, it 
gets into disorder, and falls to pieces.” What limit, then, 
shall be set to investigation? Obviously, that induction 
should not go beyond the mastery of facts and the drawing 
of correct conclusions from them. This is the proper limit 
to set to economic inquiries, and the only one to be observed. 


If there seems to be a want of harmony among economic 
writers concerning the question of method, it is delightful to 
find an agreement of opinion as to the scientific character of 
political economy. But what do we understand by the term 
science ? Professor Perry says, “it is a body of exact defini- 
tions and sound principles educed from and applied to a 
single class of facts or phenomena.” Tested by this defini- 
tion, political economy is to be regarded as a science, just as 
clearly as astronomy or geology. Its principles may not be 
as clearly settled, but the method of ascertaining them is the 
same, and they rest on a foundation of facts which have just 
as real an existence as the stars and rocks. 

This point conceded, there are several thoughts springing 
from such a conception of the study worthy of notice. In 
the first place, it is not a remedial study. It does not pro- 
pose reforms in the existing order of things. We admit, this 
was not Bastiat’s idea of political economy, for he coupled 
the idea of what the science is, with his idea of what it 
ought to be. But these two ideas are entirely distinct, and 
so long as political economy is not held to be purely a moral 
science, only confusion comes from this union of two very 
dissimilar conceptions. Its object is simply to find out things, 
not to change them. This is no part of its aim, and the idea 
cannot be kept too clearly in sight. 

In the second place, political economy, thus conceived, as 
Cairnes has vigorously remarked, ‘“‘ stands apart from all par- 
ticular systems of social or industrial existence, and is more- 
over absolutely neutral as between all. Not of course that 
the knowledge which it gives may not be employed to 
recommend some and to discredit others. This is inevitable, 
and is only the proper and legitimate use of economic 
knowledge. But this notwithstanding, the science is neutral, 
as between social schemes, in this important sense. It tells 
us what their effects will be as regards a specific class of 
facts, thus contributing dafa towards the formation of a sound 
opinion respecting them. But here its function ends.” Its 
purpose is to furnish all the light necessary to solve ques- 
tions, but attempts no solution of them. For example, polit- 
ical economy neither condemns free trade nor protection ; it 
shows the effects of the two systems, the advantages and dis- 
advantages of each. It is an erroneous idea to suppose that 
it defends or upholds any system, or takes sides upon any 
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question. This is not its legitimate business. Its business is 
merely to search after facts, to classify them, and to interpret 
their meaning. It is neither the friend nor foe of any system 
or question in the world. It does not occupy the position of 
a judge even, but rather the humbler office of counsel on 
both sides of a case in collecting and presenting the evidence 
bearing upon it. 

In the third place, as political economy occupies a strictly 
neutral position, there is no reason why any one should be 
opposed to it. Yet a great many are, and for the reason that 
they suppose political economy is opposed to them. If this 
be so, it is only in an incidental way; it never passes any 
formal condemnation upon their conduct. But, if the effect 
of lighting up a particular question or action, which is the 
only office performed by political economy, is to draw hos- 
tility toward the science, of course, it must suffer. As for 
taking sides, enlisting in questions, and making war, this is 
no function of political economy, and whoever carries the 
science so far, carries it beyond its proper field, and exposes 
it justly to the attacks of mankind. 

Political economy is not an exact science, like mathematics, 
because economic phenomena are forever varying. The facts 
and laws of geology change, so do those of every natural 
science. These changes are due to two reasons: first, because 
the subject matter of the science is undergoing change; and 
secondly, because frcm a more accurate investigation of facts, 
errors are exposed and corrections become necessary. And it 
is just as true as of political economy as of every other 
science, either religious, moral, or physical, that it has had a 
development which must continue as long as the race is con- 
cerned about wealth. Is not Prof. Knies correct in saying 
that “the general laws of political economy are only a pro- 
gressive manifestation of the truth; that the science cannot 
be considered as completed at any epoch, and that an abso- 
lute theory, if it gains acceptance at a given time, is only a 
child of the time, and marks a stage in the historic develop- 
ment of political economy?” “Its principles are not founded 
upon permanent conditions of human nature, but upon the 
conduct of men concerning wealth, which is ever varying. In 
moral science an enduring structure is reared upon the 
foundation of right; political economy, however, can find no 
such basis. As its sole aim is to discover what men do con- 
cerning wealth, and as their conduct in regard to it is per- 
petually changing, how is it possible for political economy 
ever to discover highways along which mankind will always 
travel? The economist can do no more than find out the 
facts and principles which have guided men in the past, or 
which are controlling them to-day, and perhaps anticipate a 
little as to what they will do in the future; but he can go 
no further. 
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This conception of the science does not meet with univer- 
sal acceptance. English writers, especially, have put political 
economy forward, says Bagehot, “not as a theory of the 
principal causes affecting wealth in certain societies, but as a 
theory of the principal, sometimes even of all, the causes 
affecting wealth in every society. This,” he correctly adds, 
“has occasioned many and strong doubts about it.” A few 
economic conceptions might be mentioned which are stamped 
with permanence and universality. For example, money per- 
forms everywhere a two-fold function as a measure of value 
and medium of exchange; and for aught we can see, will 
always perform this office. But economic principles bearing 
such a general and permanent character may be easily num- 
bered. The statement hardly needs qualifying—that economic 
facts and principles do not possess an enduring nature. 
Harrison, in his Description of England in Shakespere’s Youth, 
complains bitterly of the prices charged by merchants because 
they enjoyed monopolies of their merchandise; yet a recent 
English writer has truthfully said, “they were the ladder by 
which England climbed to the top of the tree, and it would 
be as unphilosophic to abuse them in Elizabeth’s reign, as it 
would be false political economy to advocate their continu- 
ance in an age when commerce needs no _ leading-strings.” 
Numberless illustrations might be given showing the ever 
varying character of economic phenomena, but the foregoing 
will suffice. 

Not only do the economic phenomena of every country 
change, but the economic facts and principles of one country 
differ from those of another. The Vation, in reviewing Prof. 
Bowen’s American Political Economy, looked at the title some- 
what in irony, as though it were hardly possible for any 
country to have a political economy of its own, yet Walter 
Bagehot, by whose death one of the brightest lights in 
economic science has gone out, wrote his Postulates of English 
Political Economy, and the Germans have produced many 
economic works from a purely National point of view. It is 
a remarkable exhibition of intellectual narrowness which so 
many economists have furnished in supposing that a mastery 
of the economic facts of any country will disclose the same 
results as a knowledge of the economic condition of Great 
Britain. Now, political economy is purely a science of dis- 
covery, and in Great Britain, where labor is cheap and capi- 
tal enormous, it is very generally believed that unrestricted 
competition is the most profitable rule of trade. This is 
doubtless true in respect to Great Britain. But, does every 
country possess the same amount of capital and cheap labor ? 
And if some other country does not, if the United States, for 
example, be a poor country and labor here be dear, will this 
entirely different set of facts yield exactly the same explana- 
tion as the case of Great Britain? The believers in univer- 
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sal political economy declare that the system of trade, which 
has proved so profitable to England, will prove equally profit- 
able to every country adopting it. But many, who know as 
much about these things as political economists, think other- 
wise. And this is why the doctrines of political economy are 
regarded with so much distrust by those who possess a truer 
knowledge of the phenomena with which the science professes 
to deal. They see that economic facts are extremely varied 
and demand various interpretations. Hence, if economists 
are true to the method which most of them profess to 
observe, there can be no escape from the conclusion of 
Bagehot, that “there may be any number of political eco- 
nomies, according as the subject is divided off one way or in 
another.” 

There will be progress in political economy, doubtless, as 
in other sciences. A more careful gathering of facts will lead 
to a revision of economic principles. This has been the 
course of other sciences, and is true of political economy 
during the last hundred years. Besides, a great field, that of 
consumption, has hardly been entered by economists. Yet, as 
Jevons says, “the whole theory of economy depends upon a 
correct theory of consumption.” Hence, we do not agree with 
Mr. Lowe that “the great work of political economy has 
been done.” Cairnes is far nearer the truth when he says 
that “ political economy belongs to a class of sciences whose 


work can never be completed, never so long as human beings 
continue to progress; for the most important portion of the 
data from which it reasons is human character and human 
institutions, and everything consequently which affects that 
character or those institutions must create .new problems for 
economic science.” 


Perhaps the most important part which political economy 
is to play in the future is the application of its principles to 
the various questions, political, financial, social, which are 
constantly arising. As we have seen, the discovery of 
economic principles is one thing, and their application quite 
another. There is no necessity for mixing the two things, 
although it must be admitted that, in works professing to be 
pure expositions of the principles of economic science, this 
distinction is often ignored, or not understood. Of course, 
the purpose of finding out these principles is to promote the 
well-being of society. They are intended for application, but 
in applying them several very important particulars should 
be heeded. 

In the first place, economists, in our judgment, have too 
often assigned a greater importance to economic remedies 
than is due to their imperfect character. It is always to be 
borne in mind that economic principles are never founded 
upon a complete induction, and cannot be; hence, they must 
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always contain an admixture of error. Besides, as Cairnes 
says, “there are few practical problems which do not present 
other aspects than the purely economical, political, moral, 
educational, artistic aspects, and these may involve conse- 
quences so weighty as to turn the scale against purely 
economic solutions.” How often has this idea been disre- 
garded in applying economic principles. 

In the second place, political economy has no remedy at 
all for many questions, though it may be thought to have 
one. Thus, the question whether the United States shall use 
only a gold standard of value, or a double one consisting of 
both gold and silver, is a question which political economy 
cannot answer. It can show the effect of using both metals 
in the past in all countries, but whether the United States 
shall continue the use of only one, or both, and if both, in 
what manner, is an experiment, concerning which, political 
economy must remain silent. And the same may be said of 
many other questions. 

In the third place, the doctrine of self-interest has been too 
often applied as an efficacious force to move mankind to cer- 
tain courses of action. Economic writers have never failed to 
use it, from the days of Adam Smith to the present, as the 
unfailing remedy. Newspapers, magazines, and books, are 
equally infected with the idea of its potency. The effect of 
using this medicine is so pernicious to the morals of man- 
kind that it is about time to regulate the administration of 
it with a higher regard for the well-being of society. The 
reason for so general an application of this remedy is easy 
to find. It springs from an investigation of the causes relat- 
ing to the production, exchange, and consumption of wealth, 
in which a far too prominent place has been assigned to the 
sway of self-interest. Had inductions been wider, and other 
causes been taken into account, the doctrine of Helvetius 
would not have been regarded as influencing men so much 
in the past, or so likely to move them in the future. That 
it has exerted a tremendous power none will question ; never- 
theless, the influence of other and modifying causes have been 
ignored. 

In the fourth place, economic principles are sometimes 
wrong, and certainly all of them are in which self-interest is 
assumed to be the sole controlling force animating men; but 
never is there danger in following the golden rule. More- 
over, if this were followed, the nature and effects of selfish- 
ness would more clearly appear. 

In the fifth place, the prominence given to the doctrine of 
self-interest is a libel upon human nature in assuming too 
mean and low an estimate of man. While selfishness 
abounds, so also does the good; and it is degrading to him 
to appeal only to his selfishness. Sir Henry Sumner Maine 
has shown in a most instructive manner how the prominence 
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given to the doctrine of self-interest is contrary to the earlier 
notion which prevailed in society when the family and family 
instincts and sentiments exerted more power over its members 
than they do now. “The general proposition which is the 
basis of economy [by which he means the doctrine of self- 
interest ] made its first approach to truth under the only cir- 
cumstance which admitted of men meeting at arm’s length, 
not as members of the same group, but as_ strangers. 
Gradually the assumption of the right to get the best price 
has penetrated into the interior of these groups, but it is 
never completely received so long as the bond of connection 
between man and man is assumed to be that of family or 
clan connection. The rule only triumphs when the primitive 
community is in ruins.” And likewise, Prof. Leslie, in study- 
ing political economy from the historical point of view, has 
reached the same conclusion. Yet the weakest side of the 
doctrine is, that men do not very generally believe their 
interests are identical with those of their fellows. They 
believe exactly the reverse in spite of all that can be said to 
the contrary. Notwithstanding, this is no reason why moral 
motive power should not be employed; but rather, the reason 
is all the stronger for employing it, if the argument of self- 
interest be weak and without force. 

In thus showing in the most glaring manner possible how 
selfish men are, and ignoring their other qualities, and appeal- 
ing to selfishness as the true dynamic to move them to 
higher courses of action, mankind are only made _ worse, 
rather than improved, as they ought to be. Therefore we 
contend that the general and exclusive application of this 
doctrine of self-interest should cease; and also for the reason, 
that the doctrine is founded upon a wrong conception of 
human nature. It assumes that man is a purely selfish being, 
when he is not. What we do contend for is that moral prin- 
ciples, as they are the highest, and by many are thus 
regarded, ought to have precedence over all others, supple- 
mented indeed by showing that to act in conformity with 
them is to act according to one’s own self-interest rightly 
understood. Not a few critical writers have declared that 
“human interests well understood are fundamentally at one,” 
though, of course, this is not generally acknowledged. Way- 
land, long ago, declared that “almost every question of the 
one science may be argued on grounds belonging to the 
other.” And Prof. Perry has affirmed of political economy 
and moral science, that “the sound conclusions of the one 
are harmonious with the sound conclusions of the other.” 
Why, then, should not an appeal be made to morality rather 
than to selfishnessness as the controlling force over human 
conduct? Afterward, the selfish side may be exposed to show 
how selfishness prescribes a similar line of conduct, thus 
serving as an admirable bridge to convey mankind from the 





1878. ] POLITICAL ECONOMY. 541 


low, damp shores of selfishness to the loftier and healthier 
ground of morality. Nothing is lost by thus giving to the 
moral argument its rightful precedence, while the selfish 
argument loses none of its force. 

In thus contending for the larger sway of the principles of 
morality over man in the production, exchange, and consump- 
tion of wealth, we are simply contending for the enthronement 
of principles which once acted within him, but which econo- 
mists have been trying to drive out by an appeal to the 
principles of self-interest. In the older communities, the prin- 
ciples of trade were toned with moral considerations, and 
these ought to be recognized now. Certain it is that the 
doctrine of self-interest which has been glorified so long, 
especially by economists, ought to shrink into its true pro- 
portions, and other and better dynamic forces be discovered 
and applied to which human nature will respond. 

While we believe that, in many cases, the principles of 
political economy have been wrongly applied, it is also true, 
in this country at least, that a great error has frequently 
been committed in neglecting to apply them at all. The 
extraordinary prosperity which has visited our country has 
spread a kind of poetic haze over the whole machinery of 
society, and led us to regard all inquiry into its working as 
an idle speculation. Before the enactment of the great 
tragedy between the North and South, there were but few 
questions relating to the administration of the Government 
involving the application of any principles of politica- 
economy. The great debates in Congress were upon constil 
tutional law, internal improvements, slavery, and like ques- 
tions. With the breaking out of war, these questions passed 
away. The country had gone through the formative 
period of finding out the meaning and scope of the organic 
law. Congress was confronted with economic questions with 
which it was ill prepared to deal. It had only the scantiest 
knowledge of them, except the question of taxing importa- 
tions. The Congressional Globe is the enduring monument of 
the ignorance displayed by members of Congress upon ques 
tions involving economic principles. 

To what new economic conditions did the war give rise? 
It created an enormous debt, the interest and principal of 
which must be provided for and paid. A National currency 
and system of banking have been created. How our country 
blundered in raising money to maintain the war, and spent 
it; how the strife might have been carried on and the debt 
been less than half it is, are mistakes which we shall not 
recall. 

Within the last quarter of the century the United States 
has suffered most fearfully from an ignorance of, or failure to 
apply, some of the most familiar principles of political 
economy. One of its most distinguished teachers, Amasa 
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Walker, clearly set forth in a Congressional speech, during 
the early part of the war, how it might be carried on at less 
than half the expense which Congress was likely to incur, 
simply by sticking to specie payments. His words, deemed 
foolish then, have long since borne evidence of their wisdom 
and truth. The issue of an irredeemable currency, so point- 
edly condemned by him and other economists, has wrought a 
thousand curses to our country, from which we are suffering 
to-day, and are to suffer for years to come. 

Letting the past go, many of our politicians do not yet 
understand the principles of political economy, the application 
of which are needed to settle questions confronting the 
nation. For example, there are questions of taxation both 
upon imports and other property. Of the principles which 
should govern in these matters,'some of our politicians are as 
ignorant as of the grandest truths in astronomy. The 
National banking system, the currency, free banking, specie 
payments, redemption of legal-tender notes—are all subjects 
within the domain of political economy, whose principles 
must be mastered if these matters’ are to receive a rational 
settlement. The views entertained upon these questions, the 
nonsense and ignorance displayed by Congress when grap- 
pling with them, would be laughable were the results not so 
sad and so disastrous to the people. 

It is desirable, therefore, for every person proposing to serve 
his country in a public capacity to understand the principles 
of political economy,* for they apply to the most important 
questions of National legislation. No one will dispute how 
the character of National legislation has been changed by the 
war, and that financial measures and taxation are the most 
conspicuous questions upon which Congress legislates. 

A knowledge of the principles of political economy, and 
how to apply them, is becoming more important to the indi- 
vidual in his business relations. Consider the relations of 
capital and labor. It is one of the mightiest questions 
of the age, and is convulsing every industrial pursuit. For 
years this question will hang like a mighty cloud over 
the people. If it be desirable to find out how capital and 
labor are related to each other, is not political economy 
the richest source from which truth can be drawn? And if 
Cobden’s remark be true, that “the principles of political 
economy have elevated the working class above the place 


* Perhaps our Congressmen may profit by learning what Burke thought of political economy: 
‘Tf I had not dreamed it of some value, 1 should not have made political economy an object 
of my humble studies from my very early youth to near the end of my service in Parliament, 
even before (at least to any knowledge of mine) it had employed the thoughts of speculative 
men in other pa.ts of Europe. At that time it was still in its infancy in England, where, in 
the last century, it had its origin. Great and learned men thought my studies were not wholly 
thrown away, and deigned to communicate with me now and then on some particulars of their 
immortal works. Something of these studies may appear incidentally in some of the earliest 
things I published. ‘The House has been witness to their effect, and has profited of them, more 
or less, for above eight-and-twenty years.’’-—Letter to a Noble Lord on the attacks upon his 
pension; Burke's works, vol. 5, p. 192. 
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they ever filled before,” ought not they to feel kindly toward 
this science, and seek to master its principles? 

For these special reasons, the principles of political econ- 
omy have a value to the statesman and man of business, 
hitherto unknown or denied. It is gratifying to know that 
a knowledge of them is rapidly widening. The people are 
awaking out of sleep and coming to believe that ignorance 
of the principles of political economy, which has cost us so 
much as a nation and as individuals, is not bliss pure and 
unalloyed. A little wisdom is to be preferred, and the 
streaks of light now seen in Congress, we trust, will grow in 
brightness and power until that body possesses the knowledge 
necessary to discuss and settle wisely the great economic 
questions which involve the prosperity and happiness of the 
republic. 


HOW CAN RESUMPTION BE MAINTAINED ? 


It is easy enough to fix a day for the resumption of specie 
payments, and on that day to resume. But to maintain a 
supply of gold, with which to answer all the demands that 
may be made by the presentation of paper, is quite a dif- 
ferent problem. The accomplishment of this purpose will 
depend more upon the amount of paper at the time in the 
country than the quantity of gold in the Treasury or the 
vaults of banks. 

To simplify the problem, suppose gold to be the only 
money of the world, and that there were, say $5,000,000,000 
distributed among the different countries; the proportion 
which each country would draw to itself would be determ- 
ined by population, accumulated wealth, condition of credit, 
commerce, etc. But that a general level of currency and 
prices would exist and be maintained, by importing and 
exporting commodities, and by the flow of gold to countries 
where the level of prices of exportable commodities was 
most depressed, is a well recognized truth of political 
economy. Too little allowance is doubtless generally made 
for what may be termed friction, but the correctness of the 
principle is too well settled in theory, and too well sup- 
ported by experience, to scarcely admit of doubt. 

With such a world-currency, then, and with trade untram- 
meled, what proportion of the whole would the United States 
retain to itself? For the purpose of the argument it mat- 
ters little what proportion is assumed, and we may assume 
that it would be $400,000,000, and the same proportional 
share of the annual production of gold. The United States 
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is a gold-producing country; suppose her annual product to 
be $50,000,000, then it follows that, in order that the gen- 
eral currency level may be maintained, $44,000,000 of her 
annual gold product would be exported. 

But suppose, instead of a yield of $50,000,000 of gold from 
our mines, an addition to the currency egual to $50,000,000 
is made by the issue of paper convertible into gold, the 
currency, as compared with the general level of currencies, 
would be as much in excess as though so much gold had 
been added to it; and that part of it that was composed 
of the world-currency would as certainly flow to other 
countries as though the whole were gold. 

Condy Raguet, in his work on “Currency and Banking,” 
says: “Every emission of a paper currency in any country 
drives out a portion of its coin and augments the total 
amount of the currency of the world, in the same manner 
that an additional quantity of gold and silver from the mines 
would do it; and hence an emission of paper money any- 
where must augment the currency everywhere, after time has 
been afforded for the distribution.” 

Now, take the currency as it exists at this time, or rather, 
let us presume that, under the Resumption Act, by 1879 the 
volume has been reduced to $ 300,000,000 of National bank 
notes and $ 300,000,000 of greenbacks, and that $ 200,000,000 
of gold have been accumulated in the Treasury and by the 
banks for the purposes of resumption, and that the Treasury 
and the vaults of banks are then opened to pay out gold 
as paper is presented. The whole currency then is declared 
equivalent to gold, and partakes of the laws governing gold 
currency. The total quantity of currency would be aug- 
mented by such part of the gold as goes out in excess of 
bank notes and legal tenders retained by the issuers 
respectively. For Mr. Sherman, after talking all around this 
point, finally says in the Worth American Review for November 
and December: “My own conviction being that, under exist- 
ing law, after they are reduced to $ 300,000,000 and have 
been redeemed, they may be re-issued, and that the National 
bank currency should be used simply to meet the ebb and 
flow indispensable to every good currency.” 

It matters little what we may assume our proper propor- 
tion of the currency of the world to be, what it really will 
be will soon enough appear, and all in excess of that—pro- 
vided there is enough of it exportable—will disappear, for 
the same reason and by the operation of the same laws, as 
the product of our mines is now drawn away. 

If four or five hundred millions be, in fact, the proportion 
of the world-currency that would naturally fall to us in the 
course of trade, in 1879, then the gold paid out in redemp- 
tion of paper would soon disappear and stand out at a 
premium. If $600,000,000 should prove to be no more than 
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our share, then still the gold must flow from us, if the paper 
is not withdrawn. If by means of large harvests and abund- 
ant production $ 800,000,000, in 1879, were no more than the 
share that would fall to us, then both the paper and gold 
would be required and would circulate; and if more than 
$ 800,000,000, then, unless more paper should be issued, there 
would be an inflow of gold. Hence it is absolutely neces- 
sary, before it ts possible to maintain resumption, no matter what 
amount of gold may be provided beforehand, to bring the volume of 
paper currency within the limits of the proportion of the world- 
currency Which would naturally fall to the United States. 

To suppose, then, as the Secretary of the Treasury seems 
to, that to store up a hundred or two hundred millions of 
gold, and reduce the paper currency to $400,000,000 by Janu- 
ary, 1879, is all there is to do to solve the whole problem, is 
clearly a shortsightedness that may be very costly to the 
nation before the end is reached. 

Moreover, there are elements in the problem of resumption 
now, never present before. We owe probably not less than 
a hundred millions as annual interest on debts due abroad, 
which we must overcome in our international trade or export 
coin to pay it. This, too, is a very ugly element in the prob- 
lem of maintaining specie payments, however attained. We 
do not have, on the average, five harvests in a century so 
abundant as this year’s. What are we to do in years of defi- 
cient harvests with $100,000,000 to start with against us? 
In previous periods of successive inflation of bank paper 
and then suspensions, we have had no such adverse account 
to overcome. 

Again, the process of reaching resumption which we are 
pursuing, cuts short instead of stimulating production, and 
leaves us with a diminished quantity of products to sell or pay 
with, instead of an zucreased quantity. 

With both gold and silver as world-currency, the con- 
ditions, of course, are greatly changed. The same relative 
proportion would give us a much larger quantity of metallic 
currency—a gain that a debtor country, like ours, can hardly 
over-estimate. 

An inconvertible Government currency acts on _ prices 
through volume alone, and independently of the flow of the 
precious metals. 

A currency consisting of one part that should be unvary- 
ing in amount, and a part that should vary as coin would 
vary, would be such a currency as Lord Overstone proposed, 
and we may find, through sad experience, that no better 
instrument is attainable under the circumstances than our 
present greenback currency, limited in amount, and supple- 
mented, when more is needed, with coin, or currency that 
should vary only as coin would-vary. 

At any rate, he who expects to see gold resumption long 


35 
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maintained, with a volume of convertible paper larger than 
would be our natural proportion of the gold of the world— 
if that is to be the only international currency —may expect 
next to see water stand in heaps at the fiat of legislation. 


A. J. WARNER. 


SILVER DOLLARS. 


Thackeray, in his “ Philip,” makes Doctor Firmin say of 
the publisher’s pay for the letters he wants his son to write 
from England to the zew New York newspaper, that “ As 
dollars are good stlver”’ (the italics are Thackeray’s); but in 
our day the pay in that coin would not be considered worth 
commendation by New York newspaper writers. Not only 
the coin, but the holders of it, have lost caste with some 
political economists. It is a pity, perhaps, that the practice 
of “joint discussion,’”” so common in political meetings in the 
West and South, could not be applied to the silver question. 
We should have fewer positive statements unsupported by 
reliable statistics or reputable authorities, made by writers 
who have more zeal than accurate information. Too often— 
as in the old story of the fight between two knights as to 
whether the shield was gold or silver—it is only one side that 
is noticed. Either the gold or the silver side is seen, but not 
both, and an advocate, not a truth-seeker, makes one-sided 
statements. Even so careful a writer as ex-Secretary McCul- 
loch, in his article in the WVorth American Review, states that 
“A double standard means a silver standard. The adoption 
of it would make gold an article of commerce, and drive it 
out of the country.” This positive statement coming from so 
reliable a writer carries conviction to the mind of an 
unthinking reader. But how much truth is there in the 
statement? First, a double standard does not mean a silver 
standard, except while silver is of less value than gold at 
the fixed relation, and what this relative value of the metals 
would be after remonetization is unknown. Again, the 
adoption of it (a double standard ) would wot make gold an 
article of commerce; gold is, and has been, for about fifteen 
years, an article of commerce as distinguished from current 
money. Therefore, the remonetization of silver would not 
make it so, unless we, before the remonetization of silver, 
had resumed payments in gold. And this is one of the argu- 
ments of the silver side, namely, that remonetization of silver 
now, would be advantageous, but after resumption in gold, 
the remonetization of silver might make gold an article of 
commerce, and drive it out of the country. Inexactness of 
statement and charges of sordid motives are not calculated 
to benefit either side, nor are they necessary to the strong 
position of hard money. 
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What a majority of thinking men desire, and they have the 
experience of the world to favor their position, is, more real 
money and less irredeemable paper money. An abundance 
of metallic money aids the development of a country, and 
gives permanence to its prosperity. Even ardent gold advo- 
cates will generally admit the advantage of silver money, 
if a fixed relative value with gold can be ensured. 

We want in this country a large stock of gold and silver 
coin and bullion, so that the shipment of a few millions of 
dollars of specie to Europe will not be reported from one end 
of the country to the other, and make men halt in legitimate 
business enterprises. We cannot have abundance of coin with 
an excess of paper money, and it is a doubtful question 
whether we can have it on gold alone, even with a limited 
amount of paper money? If we had in this country one-half 
of the stock of specie now in France, or say five hundred 
millions of dollars, we should have a balance wheel to pre- 
vent violent fluctuations in money. It is a question whether 
we can get, and keep, such a stock of gold coin in exchange 
for our products while we have so large a foreign debt, 
unless we reduce paper money to a very low limit. We 
believe the current opinion among bankers is that we cannot, 
that the three great National banks of England, France, and 
Germany can, by raising the rate of interest, draw gold 
away from us by making it advantageous to send our bonds 
back. Italy, Russia, and Austria cannot resume specie pay- 
ments because they are debtors. Can we, unless we do it on 
silver first, and then by the use of both metals, resume the 
rightful position of a solvent nation? 

The demand for silver indicates a return of its former 
value. In fact, statistics show silver to be, on a basis of 
relative production and use, the more valuable metal, at the 
relation of the metals in this country. The production of 
silver in the world is about seventy millions of dollars a 
year. The yearly consumption in the arts and wear of coins 
is estimated at. about thirty millions of dollars a year; leav- 
ing about forty millions of dollars to add to the stock of 
silver, but the exports to China and India from Great Britain, 
for 1876, were sixty-eight millions of dollars, and for 1877, up 
to the last reports, were as much. Adding the exports from 
San Francisco to China, it is probable, that India and China 
will take, during 1876 and 1877, about ninety millions of dol- 
lars of silver more than the addition to the stock of silver 
and bullion from production during those years. 

Assuming the desire to be general among our readers to 
have the United States repay its debt strictly according to 
the promises made—paying in gold where gold was received 
—and either giving the creditor the benefit of any doubt, 
regarding the promises made respecting the other bonds, or 
better, referring to the United States Supreme Court the 
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question of the obligation of Government, where there is any 
doubt. We have, after this, a problem! Must there not be a 
choice between bi-metallic money and irredeemable paper ? 
Or, is a resumption in gold uncertain or dependent upon the 
action of foreign countries for its continuance? These ques- 
tions can be considered without bringing into the discussion 
the motives of opponents. Creditors, as well debtors, may be 
benefited by any policy which will stop a fall in values and 
revive business, and if debtors generally cannot pay more 
than one hundred cents in silver for every dollar of indebt- 
edness, and if, as is claimed by more than a majority of the 
people of this country, even if it is a sectional majority, that 
there is a constitutional right to pay in silver, is it wise to 
assume all the honesty and virtue to be on the side of a 
creditor claiming payment of debts in gold? 

One of the first and best definitions of wealth, before Adam 
Smith’s time, was, “ what people desire.” Admitting the cor- 
rectness of this definition it is unwise to shut our eyes to the 
prodigious disappearance in this country of wealth. We do 
not desire at this time in our country, land, new railroads, new 
factories, or increased production of else than something to 
eat and wear. Nothing seems to be wealth except necessities 
of life, and in this sense we are getting poorer. The brunt 
of depreciation is in what people can do without—and a debt 
small in amount wipes out property of large value. It is 
unmistakable that there is a general protest—people are tired 
of it. It is useless to call it a silver scare, and say it is a 
desire to pay ninety-two cents for a dollar. It might be 
wiser for gold advocates to admit the rights of silver and 
reserve all their force to combat the impending evil of having 
more paper money, more mere promises to pay. 

HAMILTON. 


REPORT OF THE COMPTROLLER OF THE CUR- 
RENCY. 


Our December number contained that portion of this valuable document which 
relates to the taxation of banking capital. We continue further extracts from 
the report. The Comptroller makes the following statement in relation to the 
effect of a law authorizing four per cent. bonds to be deposited in the Treasury 
by the National banks, as security for circulation: 


The amount of bonds pledged by the National banks as security for their 
circulating notes is $ 343,048,900. This amount consists of $80,984,550 of six 
per cents., including $7,836,000 issued to Pacific Railroads; $ 200,090,500 of 
five per cents. ; $45.089,500 of four and a half per cents. ; and $15,848,150 of 
four per cent. bonds. If that portion of these securities bearing the higher 
rates of interest were exchanged for the latest issues of United States bonds 
bearing interest at the rate of four per cent. per annum, the income of the 
banks from this source would be thereby reduced $ 3,865,194 50. The tax 
upon circulation paid to the Government for the last fiscal year was about 
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$ 2,900,000, which is $965,194 50 less than the loss of income to the banks if 
the bonds held as security for circulation were all exchanged for the four per 
cents. That is to say, if the four per cent. bonds were authorized to be 
deposited as security for circulation, free from tax, and such bonds should be 
substituted for the others now on deposit, the income of the National banks 
would thus be reduced $965,194 50. 

The Government would, however, be largely the gainer, for the purchase by 
the banks of $ 327,004,750 of four per cents. would place the Treasury in funds 
with which to purchase and retire the same amount of six per cents. which have 
now matured. The Government would thus save $6,540,095 annually in 
interest, while it would lose the present tax for circulation ( $2,900,000 ), leav- 
ing a net annual gain to the Government of $3,640,095. The Government has 
now outstanding more than $ 900,000,000 of six per cent. bonds, which are to be 
retired before the five per cents. can be called in. When the six per cents. shall 
have been retired, the banks may still hold the five per cents., of which more 
than 700,000,000 are now outstanding. If the six per cents. held by them 
should be exchanged by them for fives, the income to the banks would then be 
$ 3,015,000, or $115,000 more than the amount of taxes upon circulation during 
the present year. 

When the banks shall become owners of $ 300,000,000 of the four per cents., 
it may be fairly presumed that the borrowing power of the Government will be 
fixed at not above that rate, so that the funding of the remaining five or six 
per cent. bonds of the Government, will be promoted and hastened. It is also 
to be presumed that, under the stimulus of renewed prosperity in trade and 
commerce, and the gradual reduction of the greenbacks, an additional amount 
of bank currency will be issued, which will furnish renewed demands from the 
banks for the four per cent. issues. It is not probable that during the next ten 
years the Government debt will all be reduced to a rate of interest below five 
per cent. ; and it is clearly for the interest of the Government, until this can 
be accomplished, to receive the four per cents. from the banks free of any tax 
upon circulation. 

The denominations of the National bank notes are as follows: “ Of the entire 
amount of legal-tender and National bank notes outstanding, more than eight 
per cent. are of the denominations of ones and twos; nearly twenty-two per 
cent. of fives; twenty-four per cent. of tens; and nineteen per cent. of twenties. 
Of these entire issues less than twenty-five per cent. in amount are of the 
denomination of $50 and upward.” 

The statistics of National bank failures show that from the date of the estab- 
lishment of the National banking system to June 1, 1877, fifty banks have 
failed, with an aggregate capital of $10,875,100. The amount of creditors’ 
claims proved is $17,899,886, and that of dividends paid was $ 10,029,045. 
The total loss to creditors is estimated at $5,525,coo. There has been no 
loss whatever upon circulation. 

The Comptroller complains, with good reason, that the system of making 
returns from State banks is very defective. ‘‘ Complete returns of State banks 
have been received from seventeen States only ; of Savings banks from but ten ; 
and of trust and loan companies only four States. The Legislature of Missouri 
has recently passed a law requiring all banks in the State to make reports in 
the month of December. There are ten States and eight Territories in which 
no reports are required. ‘With a view of rendering this system of reports more 
complete and effective than at present, the Comptroller has prepared the form 
of a bill, which is herewith presented ; and it is respectively suggested to mem- 
bers of Congress and State officers that, if it meet with their approval, they 
shall lend the weight of their influence to procure the passage of a bill similar 
in form, by the Legislatures of their respective States. It may be mentioned 
that a bill such as is here suggested, was passed by the Legislature of Ohio 
last year.” The Comptroller also presents a valuable synopsis of the Supreme 
Court decisions, and other United States Courts, in reference to National banks, 
to which are added the rulings of State Courts in cases applicable to National 
banks. 





bt Vieni! ey eine SoD, 


550 THE BANKER’S MAGAZINE. [ January, 


SPECIE AND CIRCULATION, 


From such data as are now obtainable, the Comptroller has prepared the fol 
lowing table giving the items of circulation, deposits, and bank balances of al! 
the banks, and of the specie held by them for a series of eight years, cover- 
ing both of the periods of suspension and resumption : 

Ratio of Specie.— 
Deposits and Circul’n & 
Years. Circulation, Bank Balances. Specie. Circulation. Deposits. 
Percent. Percent 
1835 103,692,495 .. $83,081,365 .. $43,937,625 .. 42.4 
1836 es 140,301,038 .. 115,104,440 .. 49,019,594 .. 28.5 
1837 «+ 149,185,890... ~—-130,148,303 -- = 337,915,340 -- «= 25-4 
1838 ae 116,138,910... 87,511,723 ‘ea 35,184,112 .. 30.3 
1839 ++ 135,170,995. 99,477;297 -- 45,132,673 .. 33-4 
1840 i 106,968,572 me 78,716,288 na 33,705,155 .. 3.0 
1841 os 107,290,214 .. 64,890, IO1 ict 34,813,958 .. 32.4 .. 
1842 “ue 83,734,011 nie 62,408,870 ‘ 28,440,423 .. 34.0 .. 19.5 
Averages. 117,810,265 .. $89,042,310 .. $37,318,610 .. 31. 18.0 
18.8 
27.3 
16.1 
15.1 
14.3 
14.5 
13.3 
21.8 


1850 ++ 131,366,526 .. 109,586,595 -- = 455379545 +.  34- 
1851 ee 155,165,251 os 128,956,712 .. 48,671,048 .. 31. 
1853 oa 146,072,780 .. 146,258,880 .. 47,138,592 .. 32. 
1854 ae 204,689,207 ae 188, 188, 744 - 590,410,253 .. 29. 
1855 «+ 186,952,223 .. 190,400,342 .. 53,944,540 .. 28. 
1856 «+ 195,747,950 .. 212,705,662 59,314,003 .. 30. 
1857 i 214,778,822 on 230,351.252 os 58,349,838 .. 27. 
1858 a 155,208,344 .. 185,932,049 .. 74,412.832 .. 


NWO OWSU 


| oo 
“ 
© 


Averages... 193,747,008 .. $174,007,542 «.. $55,807,505 .. 32.5 .. 2 


By reference to this table it will be seen that, during the first period, the 
average ratio of specie to circulation held by the State banks, was 31.68, and 
to circulation and deposits, 18.04, and during the second period, 32.13 and 
16.05, respectively. 

The ratio of specie and legal tenders to circulation of the National banks for 
the eight years named, was 45.51, and to circulation and deposits, 16.70 per 
cent. 

The returns of the State banks in the New England States, and in the State 
of New York, were more regular and reliable than those of the banks in any 
other portion of the Union, and a comparison between the State banks for the 
periods named with the National banks for the last eight years, is given in 
tables. 

The aggregate ratio of specie to circulation in the New England States, from 
1835 to 1842, was 19.4, and from 1850 to 1858, 15.9, and of specie to circulation 
of deposits and bank balances, from 1835 to 1842, 11.3, and to total liabilities, 
g.6. In the National banks the aggregate ratios were 21.1 and 10.08. In the 
New York State banks the aggregate ratios during the first period were 35.5 
and 15.1, and during the second period 46.7 and twelve per cent. respectively. 
In the National banks of New York State for the last eight years the ratios 
were 115.4 to circulation and 22.5 to circulation, deposits and bank balances. 
In the New York City banks for six years, from 1855 to 1860, the ratios of 
the State banks were 204.7 and 22.2; and in the National banks from 1872 to 
1877, the aggregate ratios were 251.7 and 26.3. 


THE PAYMENT OF DEPOSITS. 


It is shown by the various tables given in the report that the average strength 
of the National banks for the last eight years, is fully equal to that of the 
State banks during periods of suspension and resumption in former times, and 
if resumption is to take place upon any fixed date, the National banks will be 
certain, as a matter of precaution, to strengthen their reserves beyond the 
averages here given. It cannot be doubted, therefore, that the National banks 
will be prepared to redeem their circulating notes at any date of resumption 
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which may be fixed upon. But, while it is admitted that the banks may easily 
pay in coin their circulating notes, it is said that it will be impossible for them 
to provide in the same way for their deposits. Those who take this view pro- 
ceed on the assumption that the banks will be called upon to pay their deposits 
in specie. This was not true during any former period of specie payment, and 
is less likely to be true under the National banking system than it was under 
any previous system of banking. . . . The people throughout the country 
now know what, prior to 1863, they could not know, for it was not then true, 
that every bank note is safe beyond peradventure ; and that if these notes are 
not paid at the counters of the banks which issued them, they will be paid at 
the Treasury Department in lawful money, and that the securities held therefor 
are amply sufficient for that purpose. No reason, therefore, exists while the 
people—who have not during the last fourteen years lost one dollar through the 
use of bank notes—should decline to receive payment of their deposits in such 
notes. These notes are not only guaranteed by the Government, but they are 
received by it in payment of all taxes and other dues except duties on imports, 
and are disbursed by it in payment of all demands except interest on the public 
debt and in the redemption of National bank notes. 

The National banks hold $ 880,000,000 of loans made to the people, and 
each bank is required, by section 5,196, of the Revised Statutes, ‘‘to take and 
receive at par, for any debt or liability to it, any and all notes or bills issued 
by any lawfully organized National banking association.” There are, therefore, 
$ 880,0c0,000 of liabilities of the people due to the National banks—a sum 
largely exceeding the whole amount of deposits—which may be paid in the 
notes of any or all of the National banks in the country. The National bank 
notes are therefore very different in character from the heterogeneous bank 
notes formerly issued by authority of the several States. Moreover, the 
deposits of the banks are largely owned by their own shareholders, and by 
their borrowérs, and surely business men who look to the banks for accommo- 
dation, and stockholders whose profits depend upon their successful manage- 
ment, will be the last to conspire to injure their credit. 

Deposits consist chiefly of bank credits, and are derived largely from the dis- 
count of commercial paper, and are paid mainly by transfers upon the books, 
and not with either coin or currency. Throughout the country, all large pay- 
ments are made, not with money, but with checks. In the principal cities these 
payments are accomplished through the operations of Clearing Houses. During 
the last twenty-four years the exchanges of the New York Clearing House were 
$ 454,000,000,000, while the balances paid in money were less than 
$ 19,000,000,000. The average daily exchanges during this whole period 
were more than $61,000,000, while the average daily balances paid in money 
were but $2,500,000, or but four and one-fifth cents upon the dollar. 

In England, in 1821, after resumption, there was but little demand for gold ; 
nor was there in France, after resumption by the Bank of France, in 1850; 
nor in this country in 1838 or 1858. The Bank of France is at present in a 
state of suspension, but its notes are preferred by the public to specie, and the 
bank has found it difficult to reduce the volume of its circulating notes in 
exchange for coin. All thought of demanding actual payment in specie will 
vanish as soon as resumption is assured, and those timid bankers who fear that 
their dealers will demand coin for every dollar of their deposits, can reassure 
themselves by an agreement with their dealers that their deposits shall be pay- 
able, as at the present time, ‘‘in current funds,” which will then consist of 
legal-tender notes and the notes of specie paying banks. There is no greater 
bugbear than the oft-repeated cry that the Treasury and the banks must provide 
specie for the payment of two thousand millions of deposits before resumption 
can take place. 
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THE REPORT OF THE SECRETARY OF THE 
TREASURY. 


The following extracts present the leading points of Secretary Sherman’s 
annual report to Congress: 
The ordinary revenues, from all sources, for the fiscal year ending June 30, 


1877, 


From 
From 
From 
From 
From 
From 
From 
From 


were— 
$ 130,956,493 07 
118, 1639, 407 83 
976,253 68 
7078, 550 96 
1,661,998 64 
1,044,712 84 
1,727,611 97 
333,954 96 


CUStOMS.......+4 pancseass npeaananesmiwaadiotsatens oceanses 
SRGORTAD ROVING. 5 iscsncsvsvasncecssccssecnssincases Secscccsecsccesces 
GRIES OF PRONG TAGE. cccccsscassicasensssasadecsscssasacsn senescence 
tax on circulation and deposits of National banks......... 
repayment of interest by Pacific Railway Companies..... 
customs, fees, fines, penalties, etc........... ee eee anus 
fees—consular, letters-patent, and lands................. 

proceeds of sales of Government property ... ..........000. 


From 
From 
From 


premium on sales of coin 
profits on coinage, etc 
miscellaneous sources...... 


249,580 78 
32273,239 08 
3.067,782 81 


TRGURE QUAN DOCG aia sincanisdsccsanacetasicnecee seeee $269,000, 586 
The ordinary expenditures for the same period were: 


For civil expenses...... dsiciksndielatastasmncnncitesmankacinagen 

Bor foreign IMtePCowrse.... cc .ccscceccacssssess ractincseaeseadcon 

POF ENGIRNG....sccccccnscoceccesecscavesss Shek ancebscbekendaansenameneebaes eve 

FOr Pe€NSIONS........cccceces-2+seessesees 

For the military establishment, including river and harbor 

improvements, and arsenals...........0-0cccescssescsees 

For the naval establishment, including vessels, machinery, and 
improvements at navy yards 

miscellaneous expenditures, including public buildings, 
light-houses, and ew the revenue 

For interest on: the public Gent .....-.cicccsacccsscconascasess Acamnbiasie 


$15,794,188 3 
1,229,758 
52277,007 

27,963,752 


37,082,735 


14,959,935 
For 
39,228,119 47 
97,124,511 58 


Total ordinary expenditures..............000 s seceeee 


Leaving a surplus revenue of. 

Which was as follows: 
To the redemption of United States notes, etc..... 
To the redemption of fractional currency............ arn 
To the redemption of six per cent. bonds for the sinking fund 
To increase of cash-balance in the Treasury...........ssceceees ecee 


$ 10,071,617 00 
14,043,458 05 
447,500 00 
5,778,002 64 


TOUR scidsccissceccs icianidcdecmneanmeantnenscebenias eesibilecs geaatecbon $ 30,340,577 69 


The estimates for the next year amount to $% 280,689,000, which the Secre- 
tary thinks can be cut down $11,000,000 without detriment. 


eeeeeeceee oeneee 


FUNDING THE DEBT. 


The contract of August 24, 1876, made by the Secretary of the Treasury 


with certain parties, for the negotiation of $ 300,000,000 4% per cent. bonds, 
had so far been executed on the 1st of March, 1877, that $90,000,000 had 
been sold to the associated contractors, and calls had been made for the 
redemption of a like amount of 5-20 bonds. While the contract expired in 
terms on the 30th day of June, 1877, it contained a stipulation that it might 
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be terminated by the Secretary of the Treasury, upon ten days’ notice after 
the 4th of March, 1877. In May last it became apparent to the Secretary 
that, by a favorable change in the money market, four per cent. bonds could 
be sold at par, in coin, with great advantage to the Government ; and, availing 
himself of the privilege secured by the contract, he gave notice that he would 
limit the sale of 4% per cent. bonds to $ 200,000,000. On the 11th day of 
May it was agreed that a portion of the latter should be sold under the 
authority of the Resumption Act for resumption purposes, and subscriptions 
were rapidly made until the aggregate reached $200,000,000, of which 
$ 185,000,000 were applied to the redemption of an equal amount of six per 
cent. bonds. On the goth day of June, 1877, the Secretary entered into a 
contract with a portion of the previously associated parties for the sale at par, 
in coin, of the four per cent. bonds of the United States, authorized to be 
issued by the Refunding Act. This contract was, in substance, similar to pre- 
vious contracts, but was to terminate on the 30th day of June, 1878, with the 
right reserved to the United States to terminate it at any time after the 31st 
of December, 1877, by giving ten days’ notice thereof to the contracting par- 
ties. This contract also contained a stipulation, as follows : 

It is also agreed that the parties of the second part shall offer the people 
of the United States at par and accrued interest in coin, the four per cent. 
registered consols and the four per cent. coupon consols of the denominations 
of $50 and $100 embraced in this contract, for a period of thirty days from 
the public notice of such subscriptions and in such cities and upon such notice 
as the Secretary of the Treasury may prescribe prior to the opening of the 
lists, and further, to offer to the subscribers the option of paying in instalments 
extending through three months. 

Under this contract, invitations having been published, subscriptions to this 
loan were opened on the 16th of June, 1877. Within the period of thirty 
days thereafter the subscriptions had reached the sum of $75,496,550, which 
were payable within ninety days from the date of subscription, or on or before 
the 16th of October. Every subscription to these bonds have been paid, and 
of the proceeds $ 50,000,000 have been applied to the redemption of an equal 


amount of six per cent. bonds. The residue has been applied to resumption 
purposes, as hereafter stated. The annual reduction of interest on the public 
debt thus made is as follows : 


By the sale of $ 185,000,000 414 per cent. bondS.........ccccceseceesee $29 775;000 
By the sale of $50,000,000 four per cent. bonds........0.ssseeeseeeee 1,000,000 


PIRRTORUUIAE oi cccccsnssnsciseccsnssccincdesincciciasocacs éasesauiesinnes saouas $ 3,775,000 
PAYMENT OF THE BONDS IN GOLD. 


In October last, after the payment of the popular subscriptions, arrangements 
were perfected to open further subscriptions to the four per cent. loan, and a 
call was about to issue for $10,000,000 of six per cent. bonds, but it was 
temporarily postponed by reason of the agitation of the repeal of the Resump- 
tion Act and the remonetization of silver, which the associates believed would 
prevent further sales of these bonds. For this reason they declined to offer 
them, and no further call of six per cent. bonds was therefore made. On the 
Igth of June, pending the subscriptions, the Secretary informed the associates, 
in an official letter, that, as the Government exacts in payment for these bonds 
their face value in gold coin, it was not anticipated that any future legislation 
of Congress, or any action of any department of the Government, would 
sanction or tolerate the redemption of the principal of these bonds, or the 
payment of the interest thereon, in coin of less value than the coin author- 
ized by law at the time of their issue—being gold coin. The general confi- 
dence of the public that so just a principle of good faith would be observed 
by the Government, no doubt largely contributed to the success of the loan. 
Whatever policy the Government may adopt, at any time, in its system of 
coinage, it should not reduce the value of the coin in which it pays its obli- 
gations below that it demanded and received. The Secretary earnestly urges 
Congress to give its sanction to this assurance, The high credit of the 





554 THE BANKER’S MAGAZINE. [ January, 


United States, the faithful observance of its public obligations, the abundance 
of its wealth and resources, the rapid reduction of its debt, the great accn- 
mulation of savings among the people, the favorable state of foreign trade— 
all contribute to enable the United States to borrow both from its own peo- 
ple and in foreign markets on the most favorable terms. The Secretary does 
not doubt that, if no questions had arisen disturbing the public credit, the 
six per cent. bonds would be rapidly paid off by the proceeds of the four 
per cent. bonds, sold at par in coin or its equivalent. The highest public 
credit can be secured only by a constant observance of every public engage- 
ment, construed according to its letter and spirit. Thus far this course has 
been faithfully pursued by the United States. Without it our ample resources 
and ability to pay are of no avail. At a time when we are enjoying such 
credit, and rapidly securing the benefit of it by the reduction of the rate of 
interest from six to four per cent., it would seem to be a grievous error to 
raise a question about the coin in which the interest is payable. Self-interest 
alone, without respect to pride in public credit, would lead us to secure so 
great a benefit as would be the saving of one-third of the interest of the 
public debt. Of the six per cent. loans about $ 660,000,000 are now redeem- 
able at the pleasure of the United States, and of the whole debt 
$ 1,452,000,000 are redeemable before, or on the Ist of May, 1881. By the 
reduction of the interest from six to four per cent., on the public debt now 
redeemable, there would be a saving of $13,200,000 annually, and by the 
reduction to four per cent. of the interest on the total debt, redeemable by 
the first of May, 1881, there would be a saving of $22,006,205 50 per 
annum. 

Any measure that creates distrust or doubt will arrest this process, and, by 
disabling the United States from borrowing, will compel the continued pay- 
ment of the high rate of six per cent. 

If, therefore, the public interests demand the issue of silver dollars, it is 
respectfully submitted to Congress that an express exception be made requiring 
that gold coin alone shall be paid for principal or interest on bonds issued 
to public creditors, since February 12, 1873, the amount of which is 
8 592,990,700. These bonds have entered into the markets of the world. If 
the market value of the silver in the new coin is less than the gold dollar, a 
forced payment in the new coin is a repudiation of a part of this debt. The 
saving that would thus be made is utterly insignificant compared with the injury 
done to the public credit. 

And even as to bonds issued prior to February 12, 1873, public policy and 
enlightened self-interest require us to pay them in the coin then in circulation, 
and contemplated by both parties as the medium of payment. Silver dollars 
have not been in circulation in the United States since 1837, and since 1853 
fractional silver coins have been in circulation and a legal tender only for 
limited sums, and have not been contemplated as the medium of payment 
since any considerable portion of the outstanding bonds was issued. The sil- 
ver dollar was, in fact, more valuable than the gold dollar. It does not 
become a nation like ours to avail itself of the market depreciation of silver 
to gain a small saving by the payment of silver dollars instead of the coin 
contemplated when the bonds were issued. A far greater saving and higher 
public honor can be secured by the sale of four per cents. bonds under the 
Refunding Act and the payment of outstanding bonds in gold coin. An assur- 
ance given by Congress of such payment would at once secure the complete 
success of the refunding process and greatly advance the present high credit 
of the United States. Another practical impediment in the sale of bonds 
was, that under the law, the Secretary could receive coin alone in payment 
for them, and the only existing coin that could be received, under the law, 
was gold coin. As this was not in general circulation, it was impracticable 
for the people to pay it into the Treasury for these bonds. Therefore, it 
became necessary to conduct all sales through third parties, who could receive 
bank-bills, United States notes, drafts, certificates, and other forms of com- 
mercial paper, and convert them into coin. The Secretary, therefore, recom- 
mends that he be authorized to sell such bonds either for coin or for its 
equivalent in United States notes. 
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The Secretary strongly urges a steady adherence to the policy of resuming 
specie payments in 1879. He says that success is now assured, and that a 
change of policy would impair the public credit. Authority is asked to fund 
into four per cents. all legal tender notes in excess of $ 300,000,000. The 
Secretary is of opinion that notes redeemed after January 1, 1879, if the 
amount outstanding is not in excess of $ 300,000,000, may be reissued. The 
National banks are reported to be in a condition to redeem their circulating 
notes in coin at any date fixed upon by the Government. Authority is asked 
for the issue of bonds of small denominations for the investment of savings. 

In the report the silver question is discussed at considerable length. The 
Secretary objects strenuously to the free coinage of silver. He regards it as 
of no benefit to the people, but as certain to injure the public credit and 
stop the refunding of the debt. 

A revision of the tariff is advised, with a restoration of the tax on tea 
and coffee ; also the placing on the free list all articles which yield less than 
$ 10,000 duty. An increased commerce is reported. The depression of the 
shipping interest is alluded to, and its encouragement recommended. 


THE NATIONAL BANKS, 


The Secretary calls the attention of Congress to the report of the Comptroller 
of the currency. The number of National banks in existence on the first day 
of November last was 2,080. The amount of their circulating notes retired 
within the year prior to November 1, 1877, is $ 20,681,637. The amount of cir- 
culating notes issued to National banks during the same period is $ 16,306,030. 
The aggregate amount of their circulation outstanding is $ 316,775,111. Their 
loans and discounts amount to $888,243,290.17. 

The general solvency of the National banks, as now organized, and their 
benefit to the people, have been demonstrated during a period of fourteen 
years. No one has lost a dollar by receiving their notes. They have been less 
subject to revulsion and failure than any other corporations or firms. Their 
organization under a general law containing every safeguard which experience 
has suggested—the supervision over them by the Comptroller of the Currency, 
the frequent and unforeseen examinations to which they are subject, the sworn 
statements required of them of every detail necessary to disclose their condi- 
tion, the absolute security of their issues—makes this system of banking as 
safe and efficient as any yet devised. The remaining condition to perfect this 
system is, that their notes should be readily convertible into coin. While 
United States notes were irredeemable and depreciated, it was not possible 
that bank notes should rise above par of the United States notes. The true 
test of this system of banking will come when the United States notes are 
maintained at par with coin; then the banks must redeem their notes in coin 
or United States notes equal to coin. The ample statistics given by the Comp- 
troller, and his comparison of the reserves and condition of the National banks 
with the reserves and condition of other systems of banking in specie paying 
times, give assurance that the National banks are able to redeem their circu- 
lating notes in coin at any date fixed upon by the Government. They certainly 
should not enjoy the franchise of circulating as money their non-interest-bearing 
notes, unless they are prepared to redeem them. The present system of 
redemption of bank notes at the Treasury of the United States can be con- 
tinued after United States notes are at par with coin as well as now. If 
experience should show that additional reserves are necessary they can be 
required. Then, as now, their notes will be amply secured by deposit of 
bonds, and confidence in this security will dispel the fear of failure, which, 
under former systems, has been the cause of sudden runs or demands on banks 
for payment of their notes. If the policy of the Government should be to 
maintain in circulation at par with coin a maximum of three hundred millions 
of United States notes, and to support them with a reserve of not less than 
one hundred millions in coin, these notes will be the natural reserves of the 
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banks, and more convenient for that purpose than a deposit of coin in their 
vaults. The real danger that in former systems threatened a bank was its 
liability for deposits. If these were suddenly withdrawn, or greatly diminished, 
the note-holder was the chief sufferer. The first rnmor of weakness about a 
bank brought a demand from depositors and note-holders alike, but under the 
National banking system the note-holder is secure and indifferent whether the 
bank breaks or not, and the depositor, who is a voluntary creditor of the bank, 
is not likely to hasten its fall. He is usually paid by a transfer of credits, and 
in most cases is a debtor as well as a creditor of the bank. Scarcely five per 
cent. of deposits are paid by currency. 

The capital stock of National banks paid in is now 479,467,771, and the 
surplus fund and other undivided profits is now $ 166,348,799.96. The banks 
are exceptionally strong in their cash reserves. Their condition is as favorable 
to maintain redemption in coin as in United States notes, and the Secretary 
concurs in the opinion of the Comptroller that they ought to be, can be, and 
will be prepared for redemption of their circulating notes in coin, or in United 
States notes equal to coin, by. the time fixed by law, without interfering with 
their ability or disposition to render their aid, as now, by loans and discounts, 
in conducting the business and exchanges of the country. The market value of 
their circulating note is 97% per cent. The difference is not equal to six 
months’ interest on the bonds deposited for the security of the notes, and not 
five per cent. of their surplus on hand It is scarcely to be credited that the 
payment of this will disturb in any way the even course of their business. 
Complaint is made by the banks and bankers of the country of the tax on 
their deposits, and attention is called to what is said by the Comptroller of 
the Currency as to the repeal of this tax. While the necessity exists for col- 
lecting the amount of revenue now required the Secretary is not prepared to 
recommend such repeal, but whenever a sufficient amount of revenue for the 
support of the Government can be derived from the other articles now subject 
to taxation, a reduction of bank taxation will then be advisable. The cost of 
the redemption of bank notes in United States notes at the Treasury, under 
the present system, does not exceed one-sixth of one per cent. on the amomnt 
redeemed, and is refunded to the Government by the banks. The redemption 
is a great convenience to them and to the public, and should be continued. 
The act creating the National banking system recognizes the character of these 
banks as Government agents or depositaries. They could greatly assist in the 
process of refunding ; they are conveniently distributed so as to be within easy 
reach of the people of the United States. The Secretary is of the opinion 
that they can be, under existing law, and ought to be, made the agents of the 
Government in the sale of bonds, upon conditions that will make it for their 
interest to promote such sales, and will be safe and advantageous to the 
Government. Various plans have been submitted to secure their coéperation, 
and the best will be adopted. 


A SUBSTITUTE FOR SAVINGS BANKS, 


The attention of Congress is called to the great value to our fellow citizens 
of the organization of some plan for the collection, safe-keeping, and profitable 
employment of small deposits by the people. How far this can be done with- 
out trenching upon the proper functions of the State Governments is a question 
of difficulty ; yet it is important to secure, if possible, a general system through- 
out the United States. This can hardly be effected by the organization of a 
multitude of savings banks, depending upon the fidelity, integrity, and skill of 
their officers; but the beneficial object of such banks might be secured by 
authorizing the deposit of small sums with any postal money-order office in the 
United States, and the issue of Government certificates, convertible on demand 
of the holder into four per cent. bonds of the United States of such character, 
description and amount as will enable prudent persons to convert their earnings 
into a public security of a stable value. The money thus received could be 
employed in the redemption of outstanding bonds bearing a higher rate of 
interest. By some such system it is believed that the great body of our pub- 
lic debt, reduced to its smallest possible burden, could be distributed among 
our own people. With a slight modification of existing law this beneficial 
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result would be secured. The deposits now held by savings banks throughout 
the country amount to $ 843,154,804, deposited by 2,300,000 persons, and 
mostly by deserving citizens, who thus wisely seek to preserve small savings 
for future need. No object could more strongly appeal to the considerate 
judgment of Congress. The heavy losses that have been sustained through 
savings banks, whose funds have been improvidently loaned upon insufficient 
security, have inflicted far greater injury upon the depositors than would a 
similar loss suffered by persons engaged in banking or commercial pursuits. 
The Secretary, therefore, recommends that authority be granted to issue cer- 
tificates for small deposits, convertible into four per cent. bonds now authorized 
by law, the proceeds:to be used solely for the redemption of bonds bearing a 
higher rate of interest, and now redeemable at par. 


THE SAVINGS BANKS OF THE STATE OF NEW 
YORK. 


The Bank Department furnishes the following comparative summary of the 
reports of the Savings banks in this State, for January 1, and July 1, 1877: 


RESOURCES. 

Fan. 1, 1877. Fuly 1, 1877. 
$ 116,154,434 +. $111,739,147 
186,873,127 195 466,693 
3,645,549 sto eo 
8,517,217 8,687,960 
1,850,577 2,472,259 
14,314,936 14,936,534 


Bonds and mortgages, 

Ameount of stocks and bonds, at cost 
Amount loaned on stocks, as authorized 
Banking houses and lots, at cost....... 

Other real Estate, At COSk..i0cccesscsccscccsessasses 
Cash on deposit in banks or trust companies. 
Cash on hand 5,201,297 4; 365,488 
Other assets not included above 15,272,010... 15,361,280 
PAAR ONES 5 ois cntandentdedicanistizesdincocsandé — ae 299 


GIG CONNOR, sc sn nin dsnacsnsmensanswapsenene $ 351,829, 147 $ 355,172,098 


LIABILITIES. 
Amount due depgsitors..........:...0+200 " $ 316,677,285 ... $319,716,864 
Other liabilities. ..............0 5 644,968 
PANTING 3.5 ossxcaassices ‘ 34, 810, 100 
Add for cents ........ yon 166 


WOR TIMRR  scciccresaisciessiocdsccaceste $ 351,829, 147 $ 355,172,098 


DETAILS OF STOCKS. 
United States stocks at par...........secsse0e we. $74,870,450 
New York State stocks. .........00..000+ssessees ‘ 7,075,500 
Stocks of States other than N. Y 9, 203, 711 
Bonds of cities in this State............ 71,148,850 


$ 80,755,000 
7:294,200 
10,221,701 


73,651,458 


Bonds of counties in this State 10, 376, 522 
Bonds of towns in this State 4,685,040 
434, 100 


Other stocks and bonds............. wind 1,562,234 


Par value of stocks and bonds...............0++ $ 179, 356,407 


Estimated market value of stocks and bonds, 195,698, 764 


SUPPLEMENTARY. 
INMMDES OF CPO ACCONIES iiss scisdnciacccccsccassonssedeese 849,638 


10,007,852 
4,532,822 
511,100 
544,513 


$ 187,518,646 
204.315,996 


861,603 


Market Value OF Peal QStRtCs.6.cccccsccaicccsccescnses sassvcscococesesecs re coos B 2,137,842 


Available fund 
Expenses, including salaries, for first six months, 1877.. 
Loans other than those authorized by laws of 1875 


ieteasini die Rebiabaramieass scccccesess 22,020j000 


792,329 
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BOOK NOTICES, 


The Money Problem. By HENRY BRONSON, ‘M.D. New Haven: Hoggson & 
Robinson. 1877. 


In the brief space of one hundred pages Dr. Bronson has given a series of 
well arranged, logical and interesting discussions of various aspects of the mone- 
tary problem. The early portion of this work first appeared in 1873, just after 
the panic. It is now extended by several elaborate essays all of which 
are well worth reading. Dr. Bronson lays down the principle that Govern- 
ment has and should have very little power over the flux and reflux of 
currency so long as the monetary system is based on specie, and to attempt 
by legislation to contravene this law by the issue of paper money must be 
futile and tend to disaster. Dr. Bronson gives a long summary of the legisla- 
tive history of our paper money. ‘‘ After the adoption of the Federal consti- 
tution,” he says, ‘‘and up to a recent period, it was supposed that the general 
government, like the states, had no authority to issue paper money, much more 
to make it a legal tender. One of the objects of the convention of 1787 
was to get rid of it as an intolerable nuisance. Rhode Island, which was 
profiting by its continued emissions to the annoyance of its neighbors, sent no 
delegates, and held itself aloof because of this known object. The convention 
tried faithfully to do in this regard all that was expected. Not only were 
the states inhibited, but it refused by a vote of nine states against two to’ 
give the power to ‘emit bills of credit,’ afterward, by a decision of the 
Supreme Court of the United States, January, 1837, defined to be a paper 
issued by the sovereign power, containing a pledge of its faith, and designed 
to circulate as money. Till the late Rebellion, it was supposed—it was even 
a matter of self-gratulation—that we were secure against the possible, the oft- 
proved danger, of paper money issued by the sovereign power, and designed 
to circulate as money, and especially against all laws making it a legal tender. 
But the necessities of a great war overthrew the barriers which experience and 
sound policy had erected. In 1862 the bill authorizing the issue of Treasury 
notes for circulation, and making them lawful tender, was resisted in the 
Senate, but in the House met with little opposition. Mr. Fessenden justified 
it on the ground of absolute, overwhelming necessity; others cared only to 
know whether it was ‘useful, convenient, profitable.’ Our colonial and revo- 
lutionary experience, and the history of paper money everywhere, prove that the 
tender-provision— the worst part of the law—was in no way essential, and 
did nothing to prevent or even retard depreciation.” Dr. Bronson’s sketch of 
the financial history of that period is one of the most interesting parts of 
his work. In proceeding to the didactic portion of his work, he defines money 
as a medium of exchange and a measure of value, he discusses the effect or 
the value of money produced by a limitation of its volume, he shows the sta- 
bility of coin and the confidence it inspires. He next proceeds to examine the 
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advantages and defects of the convertible note, and expounds the functions of 
the banks in preparing for the transition to specie payments. The _ inter- 
convertible bonds is next considered, and its powers as a regulator of currency 
are illustrated as follows: ‘‘The public credit is, in truth, too precarious 
and indefinite for adoption as a measure of value, even for short periods. It 
is and must be of slow growth; is exposed to a hundred disturbing influences, 
and has not half the stability of the best private credit. Fair and full of 
promise to-day, cloud and storm may envelop it to-morrow. A great foreign 
war would knock it down ten or fifteen per cent., and the loss of an import- 
ant battle half as much more. Aggressive movements on our part or the part 
of other nations, domestic strife, threatened repudiation, a large radical ele- 
ment in Congress or among the people, as well as financial embarrassment 
and a restricted money market, would smilarly affect it. At an early period 
during the late “ Rebellion” United States six per cent. ten years gold bonds 
were sold at eighty-three in coin. Soon after the upheaval of 1837 and 1839, 
when the national debt had been paid, the government tried in vain to borrow 
money in the markets of Europe on a six per cent. bond. In the compara- 
tively insignificant war of 1812, the treasurer, at one time, was obliged ‘‘to 
issue in stocks $ 4,266,000 to obtain $ 2,500,000” ( Hildreth ), and the contest 
was brought to a close partly on account of the seeming impossibility of 
raising funds to carry it on. Only a few months ago, when immediate war 
was threatened between Russia and Turkey, the securities of the former, which 
had previously stood well in the London market, fell in one day seven per 
cent., in two days twelve per cent. and in a week nearly twenty per cent.” 
At the close of his work Dr. Bronson refutes the arguments for delaying 
resumption and offers some suggestive hints as to the epidemic character of 
commercial crises. 


Essays on Political Economy. By FREDERICK BASTIAT. 1877. New York: 
G. P. Putnam’s Sons, 182 Fifth Avenue. 


This translation of Bastiat’s essays on capital and interest and other topics 
will be read with the more attention from the circumstance that the inflation- 
ists and paper money men in this country have been loudly clamoring against 
capital, and have been adopting some of the French heresies against which 
Bastiat directed his powerful and pungent attacks thirty years ago. The 
Editor, Mr. David A. Wells, has revised the English translation adding a 
few notes and prefixing an introduction. The volume is made up of five 
essays. That on capital and interest is followed by a discussion under the 
title of ‘*That which is seen, and that which is not seen,” of the evils that 
always result from limiting consideration of the effect of an economic law, 
tax, or institution to its immediate visible influence and ignoring its ultimate 
consequences, introducing in so doing the illustration which has passed into 
many languages of the ‘‘broken window.” Also the question of ‘‘ what is 
government ?” ‘what is money ?” and the nature, object and function of 
what is popularly and generally termed ‘‘the law,” without reference to any 
particular code or statute. So acceptable, indeed, have these short selected 
essays proved to the public, that several editions of them have been pub- 
lished in France, Belgium, Germany, Italy, England and the United States. 
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Control of Railways by the General Government: By JOHN A. WRIGHT. Phila- 
delphia: Railroad World. 1877. 


The author of this pamphlet urges upon the public attention certain evils 
of railroad corporations, and points out the benefits which these corpora- 
tions are capable of conferring upon the productive growth of this country. 
Most of the evils, he thinks, may be surmounted and most of the advantages 
secured by a very simple panacea. He would have the railroads. purchased 
and operated by the Government. The public will not, we suppose, think 
as well of this remedy as does Mr. Wright. It is not only unpopular and 
impracticable but it lacks novelty. In the United States we shall never get 
control of the evils which Mr. Wright points out, if the method of cure 
which he flatters himself that he has disclosed is the only one by which the 
trouble can be met. He complains of the popular ‘*‘repugnance” to govern- 
ment interference with railroads and other corporations. To a proper control 
there is no unconquerable repugnance except in very limited and uninfluen- 
tial circles. Our people are too intelligent not to see that outside of narrow 
limits there is little work which government could do to aid and secure 
honest raliroad management, and that if there were more, we could not, 
in this country, with our methods of election, secure officials capable of 
doing such work honestly and well 


The ABC of Finance. By SIMON NEWcomB, LL.D. New York: Harper & 
Brother. 1878. 


We wonder that this admirable little book has not attracted the notice of 
some of our philanthropic citizens during the last agitation of the greenback 
question in the West. A cheap edition scattered freely among the working 
population of Wisconsin, Illinois, Iowa, and other Western states could scarcely 
have failed to do immense service. The work would be the more useful 
because of its lucid, calm and instructive style. It begins by telling what 
society does for the laborer. It shows how, in civilized life, the worst paid, 
frugal mechanic can command an amount of comfort, and can secure certain 
intellectual, moral, religious, and material conditions of progress to an extent 
which is little appreciated by those modern demagogues who look on the 
evils of society and shut their eyes to the far more numerous and more 
important benefits it confers. Mr. Newcomb discusses the question of 
capital and labor and of starvation wages, and shows that strikes are not 
the proper remedy for the evils which they attempt to cure. Strikes he 
says, very justly, have usually caused an amount of privation, misery. and 
even death, as well as of injury to the productive forces of the nation for 
which no good trades-unions have ever done can compensate. He adds that 
‘showever we may admire the heroism of the men engaged, we must not 
forget that their war has generally been waged against the very instrumentali- 
ties designed to feed, clothe, and shelter them.” After these preliminary 
statements Mr. Newcomb discusses the paper money theories, shows that they 
lead to enormous evils by depreciating and disturbing values, and concludes 
with citing history and experience to prove that gold and silver are the only 
stable basis for any system of currency. A part of the ‘‘lessons” of which 
this book is made up, appeared in a weekly newspaper, and have been re- 


’ 
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printed in part by the journals of various sections of the country. The whole 
book is well worthy of extensive circulation, both among the classes above 
referred to, and generally among those persons who desire to form clear views 
on monetary subjects, and on the relations of labor and capital. 


Economics, or the Science of Wealth. By JULIAN M. STURTEVANT, D.D., 
LL.D. New York: G, P. Putnam’s Sons. 1877. > 


Economics, according to the book before us, is a science logically developed 
from a single law of nature. Professor Sturtevant claims for economics its place 
among the universal sciences like ethics, esthetics and physics. His definition 
is that economics is the science of wealth. All wealth, he says, is either power 
to labor or the product of labor performed. But power to labor is profitless 
unless exerted; hence, the first questions in the economic arena are—what are 
those forces in human nature itself by which man is excited to exertion, and 
what are those devices and arrangements by which his natural powers are aided 
and rendered efficient. These two questions exhaust the introductory part of 
the science which concerns production. The second portion of the science 
is called exchange. The law of exchange grows out of the law of ownership, 
and is based on the circumstance that, for the most part one man produces 
only one or at most a very few things, and must therefore supply his own 
multifarious wants by exchanging his work for the work of other men. The 
third part of the science is devoted to the laws of distribution which determine 
in what proportion the wealth of the world is distributed among all those who 
are concerned in its production. 

To these three laws Professor Sturtevant hardly thinks it necessary to add, 
as is usual in other treatises, a fourth law, that of consumption. This fourth 
part of the science, he says, belongs rather to the science of ethics, inasmuch 
as we cannot judge what man wants except in view of the destiny for which 
he was made. And having settled this question he says ‘‘it would next be 
incumbent on us to inquire by what application of his powers he may most 
surely and completely attain this destiny.” In conformity with this theory 
Professor Sturtevant gives the first fifty pages of his book to the subject of 
production, including the questions of capital and labor. He then devotes 
about a hundred pages to exchange including money and credit, monopoly and 
free trade. The last half of the volume is devoted to distribution and treats of 
wages, the ownership of land, the rate of interest and profit, the effects of 
competition, the growth of population, socialism, pauperism, taxation, and the 
functions of government in regard to wealth. The most valuable part of the 
book is the brief chapters on value and its fluctuations. If the writer had given 
to the fruitful and suggestive question of supply and demand and its influence 
upon value and wealth, one half of the attention which he has lavished upon 
more sterile topics he would not have mutilated his treatise by the omission 
of the great subject of ‘‘consumption” which has always been regarded one of 
the fundamental parts of the science of economics. His book, however, may 
be studied with advantage, not only for what it contains but for what it omits 
and its definitions are always instructive and clear. 


36 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EpDITOR OF THE BANKER’S MAGAZINE. 


I, INTEREST UPON INTEREST. 


Where a note is drawing interest at eight per cent., and is past due, can 
the holder legally claim interest on the interest since the maturity of the note? 
If so, can it be computed at eight per cent., the legal rate when specified, or 
would it have to be computed at six per cent., the legal rate in this State? 


REpPLyY.—Compound interest, or interest on the interest due at the maturity 
of a note, cannot, in general, be cast, unless there is a special agreement made 
after the interest has become due. The inquiry above being from Ohio, is settled 
by the decision in the case of Marietta Iron Works vs. Lottimer, 25 Ohio St. 
Rep., 621. In the absence of any agreement, if the interest in such a case as 
this can be cast at all, it must be at six per cent. and not at eight per cent.; 
because it is allowed as damages for the delay in paying the over due interest, 
and not by virtue of any contract to pay interest on interest. 

Whether the principal of a note like this bears interest after maturity at 
the contract rate or the statute rate, is a matter which, independently of 
usury laws, varies in different States. 

In Ohio, Massachusetts, New York, Iowa, Nevada, Connecticut, Arkansas, 
California, Indiana, Texas, some other States and England, it is at the con- 
tract rate. 

In the Courts of the United States, Alabama, Minnesota, South Carolina, 
Kansas, Wisconsin and probably some others it is at the statute rate. 

The Ohio rule is, perhaps, the fairer; but the other rests on sound legal 
principles. What the creditor is entitled to recover, when a note contains no 
contract for interest after maturity, is the amount due at maturity and dam- 
ages for its detention. Those damages are the same in this case as in any 
other, to wit, interest at the legal rate. 

In New York the decisions are conflicting. The Court of Appeals, in 
Ritter vs. Phillips, 53 N. Y., 586, declined to decide the point, but intimated 
that the law is as we have stated it above. 


II. RIGHT OF BANK TO REFUSE PAYMENT OF CHECK. 


On September 14, 1877, a person by the name of C made a check on the Z 
Bank, for $2,136 (twenty-one hundred and thirty-six dollars). In the body of 
the check C left out the word Aundred, making it read twenty-one and thirty- 
six dollars. The Z Bank protested this check (which I had enclosed to them 
direct ) on account of the informality in drawing. The protest notice and the 
protest stated that fact, also the cashier’s letter to me. In the meantime, C 
broke up in debt to the Z Bank, which then refused to pay me the money, on 
the ground that C did not have any funds on hand to pay with. At the time 
C made this check, he had on deposit at the Z Bank, more than money enough 
to pay it. At the time the check was received at the bank, there were funds 
to pay it with; and afterwards, these funds were appropriated by said bank to 
pay other checks, and to protect themselves against loss by C. Now, who 
should have this money, I, or the Z bank? 
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REPLy.—Whether this was a good check for $2,136, would depend upon C’s 
intention in drawing it. 

But the bank properly refused to pay without further instructions, because, if 
it had, it must have assumed the burden of proving, in case a dispute should 
have arisen, that such was C’s intention. This it was not called upon to do. 

Aside from this question, we think you have no claim upon C’s funds as 
against the bank because: 1st. Drawing a check upon a bank does not amount 
to an assignment of the drawer’s funds therein, unless, perhaps, where the 
check be for all the funds of the drawer, which was not the case here. 

2d. The payee of a check can maintain no action upon it against the bank, 
unless it has been certified or otherwise accepted. The bank’s contract is solely 
with its depositor. It agrees with him that it will honor his checks, and is 
liable to him alone for any damages which he may suffer by reason of its 
refusal to do so without sufficient cause. ; 


III. ACCOMMODATION INDORSEMENTS, COLLATERAL NOTES, ETC. 


(1.) A gives his judgment note to B for $3,000, at four months, with C 


\ 


as surety; also pledges as collateral security, D’s note in favor of A, for 
$ 3,000, at four months, endorsed by E as cashier of a co-partnership; the 
endorsement being accommodation for which A puts up collateral security for 
said endorsement upon D’s commercial note. At maturity, B proceeds upon the 
judgment note and collects $2,000 from C, leaving unpaid § 1,000. 

In an action by B, against E, as endorser of the commercial paper, is B 
entitled to a judgment for the full amount of said note? Or is he only entitled 
to a judgment for the balance upon the judgment note ? 

(2.) Is B a bona fide holder—he having received said note before maturity 
without notice, but only received it as collateral? Say that said note was 
executed on Sunday, endorsed by E on Sunday, dated on a secular day, and 
delivered to B on a secular day, and nothing upon the face of said paper to 
indicate that it was executed and endorsed on Sunday, is B an innocent holder, 


and can he recover thereon? 
(3-). Can E claim the benefit of any usurious interest which the judgment 


note may contain ? 

REpLy.—(1.) B took the second note as collateral security merely, and he 
cannot egzztably recover, upon that note, more than the balance due upon the 
judgment note, the payment of which the second note was given to secure. If 
B’s suit is brought in a Court where equitable defences are allowed, his judg- 
ment will be limited to the balance due upon the judgment note. 

(2.) A note takes effect only when delivered, and this note, having been 
delivered on a secular day, is good though made and indorsed on Sunday. 

In common language, he is a holder, dona fide, who takes a note before its 
maturity, for value, in the usual course of business, without notice of any 
defences between the parties to it, and without negligence when put upon his 
inquiry as to the existence of such defences. B is a dona fide holder in this 
sense, 

(3-) This is a nice question, but we think that E may legally claim the 
benefit of the usurious interest. E is an accommodation indorser upon the 
collateral note, and can be charged upon that indorsement only, by some one 
to whom A has negotiated it for a valuable consideration. A has chosen to 
deliver the note to B as security for a loan tainted with usury, and E, as 
regards B, becomes, in effect, a surety for A’s payment of that loan. It is 
well settled that a surety may take advantage of usury between the lender and 


the principal debtor. 
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IV. Is INDORSEMENT OF PARTY PRESENTING A DRAFT OBLIGATORY ? 


We issued our ‘‘ Certificate of Deposit” to A. B. C. for $1,000, ‘‘ payable to 
the order of himself, on the return of this certificate properly indorsed.” 

The payee deposited it, after indorsing it, in First National Bank here, who 
presented it for payment to us, without their indorsement. 

Now, had we not the right to refuse payment until ‘hey did indorse it, even 
if we were satisfied that A. B. C’s signature was genuine? (Such being the 
custom of banks, to indorse each and every piece of paper) Or, were we 
compelled to pay it on A. B. C’s blank indorsement alone ? 

RepLy.—You had no legal right to require the bank’s indorsement. The 
certificate was returned to you ‘‘ properly indorsed,” when it was presented for 
payment by the bank, with the blank indorsement of the payee. That indorse- 
ment made the certificate payable to bearer, and the maker of a note or other 
negotiable instrument, which is, or may become, payable to bearer, has no 
right to require the indorsement of the person who presents it for payment. 
His duty is to pay upon the presentment and delivery of the instrument. 
Such an indorsement would only amount to a receipt, or evidence of the pay- 
ment to the person presenting the certificate, and the law does not allow a 
debtor to demand a receipt of his creditor as a condition of payment. We do 
not think the custom referred to can affect the rights of the parties, notwith- 
standing that it may be said to be an almost invariable rule among banks and 
bankers. 


V. Loans UPON WAREHOUSE RECEIPTS. 


1. When warehouse receipts for cotton, or other produce, are deposited with 
a banker or an individual to secure a loan, is anything more necessary than to 
deliver to the lender a plain promissory note, together with such receipts, the 
lender receipting for the collaterals ? 

2. Is it usual or necessary to insert in the note a description of the collat- 
erals as contained in the warehouse receipts, with conditions etc? 

3. Ina case where a plain note is given and receipts deposited merely, will 
the law, as now adminstered, allow parol proof to connect such receipts with 
the note? 

REPLY.—I. No. 

2. It is not necessary, but is very common, in such cases, to use a form of 
note containing 4 description of the collaterals, provisions for their sale etc, 
upon default of the borrower. Such a deposit of warehouse receipts works in 
the law a pledge of the property, which they represent, as security for the note. 
If the pledge is made, without such provisions, and the lender is obliged to 
look to the property for payment of his debt, he cannot safely dispose of the 
pledge until he has duly foreclosed the rights of the pledgor in it, by process 
of law. This is often a tedious process, and it is plainly for the advantage of 
the lender to be able to dispose of the collaterals at once. 

3. It will. The lender holds the borrower’s property, and there is no rule 
of law which prevents his showing, by parol evidence, the terms and conditions 
upon which that property is held by the lender. 


{ Note.—A number of inquiries, which have reached us too late for reply this 
month, shall have attention in our next number. ] 
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BANKING AND FINANCIAL ITEMS. 


THE BANKER’Ss ALMANAC AND REGISTER for 1878 will be ready for sub- 
scribers about the 20th of January. The announcement of a _ semi-annual 
issue of the Bank Lists has been received with general satisfaction. In addi- 
tion to the contents already announced the ALMANAC AND REGISTER will 
contain a summary of the Statutes of Limitation of the several States and 
Territories, compiled especially for this volume, and to be found in no other. 

The price remains as heretofore, Three Dollars. 


CARELESSNESS IN CORRESPONDENCE.—It is to be supposed that of all 
classes of business men, bankers are among the most careful in conducting 
their correspondence, but among the letters received at this office during 
November and December, thére have been a number of singular instances of 
forgetfulness and haste. Of the ‘‘advance proofs” of the Banker’s Almanac 
and Register for 1878, sent to each bank and banker, at least one hundred 
were returned without the slightest mark or indication to show from which 
one among the forty named on the page, it came. With several of these 
were enclosed also remittances in currency/ One letter contained a check, 
intended for three dollars, but filled up ‘‘three hundred dollars.” Two en- 
closed checks signed zz d/ank, and in several instances a check came not signed 
at all. 

We take occasion also to call attention to a practice, of daily occurrence, 
which seems to us exceedingly loose and un-business-like, Either accompany- 
ing a remittance, or to serve as a reply to some special inquiry from this 
office, or perhaps to indicate from whom comes some item of information 
kindly furnished, we receive the printed letter-heading, eztirely in blank, of 
the bank or banker to whom it belongs. In view of the frequent and often 
successful attempts at fraud and forgery, this imprudence ought not to be per- 
mitted. No matter howsoever worthy of confidence may be the party to 
whom such blanks are sent, the possibility exists that they might fall into im- 
proper hands and serious trouble ensue. We suggest to our readers that they 
at least cancel with pen marks their blank letter-headings before suffering 
them to leave their hands. 


CALLS OF FIVE-TWENTY Bonps.—The Secretary of the Treasury issued on 
December 6th a call, the fifty-fifth, for $10,000,000 five-twenties of 1865, of 
which $ 4,000,000 are registered and $6,000,000 are coupons. Interest will cease 
March 6, 1878. The bonds bear the following numbers all inclusive : 

Coupon bonds dated July 1, 1865 :—#50; No. 44,001 to No. 50,000, $ 100; 
No. 76,001 to No. 85,000, $500; No. 57,001 to No. 60,00c, $1,0c0; No. 
96,001 to No. 108,000. Total, $6,000,000. 

Registered bonds, redeemable at the pleasure of the United States after 
July 1, 1870:—%$50; No. 1,601 to 1,750, $100; No. 13,101 to 14,100, $500; 
No. 8,300 to No. 8,700, $1,000; No. 27,401 to No. 28,750, $5,000; No. 
7,651 to No. 8,050, $10,000; No. 13,551, to No. 14,850. Total, $4,000,000. 
Aggregate, $ 10,000,000, 


New York City.—The stockholders of the Tenth National Bank, having 
voted unanimously to go into liquidation, in accordance with the advice of the 
Directors, the bank has ceased to do business. 
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DIVIDENDs.—The following dividends payable in January have been declared 
by city banks, viz: 
Per cent. Per cent. 
Bank GF Ammerletice.scccccsiccesesccse 4 os Metropolitan National............+++- 5 
Bank of New York N. B. Mes National Broadway 
Chatham National. ........00sse.00. re National Park 
Fourth National... ...csccecscccese ak Oriental........ «ns 
Hanover National.. eas ai aie ais 
Irving National ‘es Phentt Wationall .oissccicccsccscsce 
Mechanics’ National...........ese.0 Se Tradesmen’s National.........- evace 
Merchants’ National..........-sceees 3% 


NEW YoORK.—At a meeting of the board of directors held on December 
8th, Mr. George Van Derwerker was appointed an Assistant Cashier of the 
Importers and Traders’ National Bank, Mr. E. Townsend, heretofore assist- 
ant cashier, retains the same position. This is, we believe, the only bank 


in the country having two assistant cashiers. 


SusPENSIONS.—The National Trust Company of this city has been closed, 
after examination by the Bank Department, and Mr. William J. Best, the 
Bank Examiner, was, on December 14th, appointed its Receiver. In his 
report to the Bank Department, Mr. Best charges the officers of the Trust Co. 
with gross irregularities and violations of its charter, whereby its capital has 
been impaired not less than $700,000. Bad investments in railroad bonds have 
mainly caused this loss. The amount due depositors is over $1,600,000, all of 
which will be paid in full. 


The Oriental Savings Bank has been closed at the request of its: trustees. 
The causes assigned are depreciation of real estate on which money had been 
loaned, and the withdrawal of deposits occasioned by the hard times. 


Messrs. Greenbaum Brothers & Co., bankers, of No. 1 Nassau Street, were 
compelled to close their doors on December 6th. ,The failure of the German 
National Bank of Chicago, of which Henry Greenebaum is president, led to the 
suspension of Henry Greenebaum & Co., of that City. The firm here, in conse- 
quence, could not meet their drafts, and were compelled to make an assign- 
ment. Their indébtedness is about $280,000, which they think will be cov- 
ered by the assets here and in Chicago. The Chicago firm is twenty-four 
years old and the New York one about nine years. Since the suspension the 
three brothers Greenebaum have gone into bankruptcy. 


As we go to press the failure is announced of Netter & Co., brokers at 52 
Exchange Place. They had formerly been in very good credit from the respect- 
ability of their connections. It is charged that some of their recent transac- 
tions have been rather questionable. An assignment was made by the firm, on 
December 26th, to Julius Webl. 


ILLINOIs.—The Springfield Savings Bank closed on December 18th. Its lia- 
bilities are $162,000, chiefly to small depositors. Most of the directors are 
wealthy, and it is stated that all liabilities will be settled in full. The bank 
has been doing business ten years. 


Chicago.—The directors of the German National Bank decided, after business 
hours on December 5th, to go into liquidation, and accordingly issued to the 
depositors a card, stating that in the course of business the bank had on July 
I, 1877, $1,157,000. Since that time their customers had, for various reasons, 
reduced the amount to $182,000, which is the total liability to depositors. 
The bank has, they claim, abundant assets to pay every dollar to the depositors 
and had a handsome surplus if a little time is given to convert the assets into 
cash. They, therefore, request the depositors to forbear drafts for a short time, 
thus avoiding unnecessary delay and the expense of a receiver. The President 
of the bank is Henry Greenebaum, and the cashier is Herman Schaefer. 


The officets of the German National Bank expect to pay the depositors in 
full within a few days. The stockholders will probably lose about $250,000. 

Judge Moore has appointed O. H. Horton receiver of the German Savings 
Bank, whose suspension followed that of the German National. 
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It is supposed that W. F. Endicott, President of the suspended Central 
National Bank, has left Chicago not to return, having transferred to the bank 
his shares of stock, and taken cash instead. The receiver reports that his 
investigations have disclosed much questionable action on the part of the man- 
agement, and it is doubtful whether more than a very small dividend will be 
declared. The assets are about $433,000, of which $90,000 are of face value, 
$150,000 worthless, $47,0co in cash, and the rest doubtful. Some of the 
stockholders are responsible men, but the standing of a large number is un- 
known, as they live in Eastern cities. 

The German American Bank of Chicago decided on December 11th to 
suspend payment and go into liquidation. Its liabilities to depositors are 
$65,000, assets $108,000. Stockholders will lose about fifty per cent. The 
capital stock was $135,000, and the bank has been gradually decreasing its 
indebtedness for a year. 


INDIANA.—The Second National Bank of Lafayette suspended on November 
28th. The cause of the suspension is the defalcation of the cashier, Charles T. 
Mayo. Mr. Mayo was confined to his house by sickness, and he sent a note to 
the President of the bank, Daniel Royse, notifying him of his defalcation. A 
meeting of the Directors was called, and a suspension decided upon. A 
notice was posted upon the door to the effect that the Directors had decided 
it to be for the interest of all concerned that the bank should suspend; that 
the assets were ample to pay all depositors, but could not be converted into 
cash in time to prevent the suspension; that an examination of the books 
would be made and a statement published immediately. The money was 
realized by drafts on correspondents, and the full amount can not be ascer- 
tained until these correspondents are heard from. 

The investigations of Bank Examiner Lynch shows: Total resources, face 
value, # 489,499 ; total liabilities, exclusive of capital stock, $266,456. Cashier 
Mayo’s detalcation amounts to $58,687. The bank stock and notes turned 
over may not cover this amount, but his bond is ample to make up all 
deficits. 

MASSACHUSETTS.—The Savings Bank Commissioners of this State have 
enjoined the Taunton Savings Bank from doing further business. According to 
an official statement the bank has assets to the amount of $1,404,513, with 
liabilities amounting to $1,353,763. The weak condition of the bank is due 
to a depreciation of loans on mortgages. It is believed the depositors will 
ultimately lose nothing. 


NEW JERSEY.—The Newark Savings Institution, Newark, the largest and old- 
est in the city, chartered thirty years ago, has been taken charge of by the 
chancellor on petition of its managers, so as to secure an equal distribution of 
assets among depositors, and prevent unfairness from a possible run. It has 
about 12,000,000 assets, including depreciated securities, and 2,000,000 
government bonds. The deposits are $11,000,000. The chancellor ordered the 
payment of eighteen per cent. of the principal to depositors who should apply 
for it. 


Efforts are being made to arrange the affairs of the Camden Savings Bank, 
Camden, N. J., satisfactorily to all concerned. Its deposits, which amounted 
to $250,c00, have been impaired, in the judgment of the examiner, about 
$ 50,000 by unfortunate investments. Judge Dickerson has been petitioned, 
under the provisions of the statute, to make an examination, and scale down 
the deposits to a sound basis. 


New YorkK.—Twelve suits against the stockholders of the defunct Wallkill 
National Bank, involving nearly $20,000 for lost bonds, have been arranged 
between the claimants’ attorneys and the receiver of the bank, and approved 
by Comptroller Knox. The conditions are that the suits be withdrawn upon 
the payment of twenty-five per cent., reimbursing the depositors, and meeting 
other claims. The capital stock of $100,000 has been exhausted and an assess- 
ment of thirty per cent. has become necessary. 
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Dewit C. Cox, ex-cashier of the First National Bank of St. Johnsville, N. Y. 
was arrested on December 15th at that place, on a charge of making false state- 
ments in 1875, with intent to defraud and deceive that banking association and 
the agent appointed by the Government to examine into its affairs. Cox was 
brought before the United States Commissioner at Albany and gave bail in the 
sum of $5,000 to appear for examination. 


Troy.—The National Exchange Bank of Troy has, on resolution of the stock- 
holders, gone into voluntary liquidation. The capital stock of the bank is 
$ 100,000- All its liabilities will be promptly paid. 


PENNSYLVANIA.—The trustee of the late Producers’ and Manufacturers’ Bank 
of Titusville, Pa., which closed its doors some three years ago owing more 
than $500,000, announces that he is prepared to pay all outstanding claims 
against the bank on demand and in full. 


Reading.—A. F. Boas, the cashier of the suspended Reading Savings Bank, 
was arrested on December 5th on the charge of embezzling over $25,000 in the 
past two years. A writ of habeas corpus was granted, the prisoner giving 
$25,000 bail. Executions on suits already brought were issued, and the con- 
stable levied upon the furniture and fire and burglar proof safes of the bank. 
A petition to throw the bank into bankruptcy has already been signed by 
parties representing more than the required amount. 


COUNTERFEITS.—The Comptroller of the Currency will issue no more notes 
of the denomination of five dollars to the First National Bank of Hanover, Pa., 
nor to the First National Bank of Tamaqua, Pa., dangerous counterfeits of said 
notes having recently been put in circulation. All five dollar notes of these banks 
should be refused and any already held should be forwarded to the Redemption 
Agency of the Treasury Department. 


SouTH CAROLINA.—The finances of this State seem to be in much better 
condition than has been apprehended. The tax of seven mills, which was 
authorized last spring, was expected to produce $103,000 for each mill, but 
has produced $117,000. During the last six months the state has paid off the 
loan of $40,000 contracted by Governor Hampton by authority of the Legisla- 
ture earlier in the year. Every appropriation made at the extra session has 
been paid, except the appropriation for the interest on the Consolidation debt 
for the year 1877, and this appropriation, amounting to $263,000, lies in the 
State Treasury, awaiting the order of the General Assembly for its disburse- 
ment. Beside this, there is in the Treasury an unappropriated cash balance of 
$100,000 available for current expenses. 


Usury Law.—A bill to re-enact the usury law passed the South Carolina 
House of Representatives on December 11th, by a vote of seventy-three to six- 
teen. It prohibits the collection of interest beyond seven per centum, but 
imposes no additional penalties and does not interfere with the existence of con- 
tracts. Governor Hampton has approved the measure, which had already passed 
the state Senate. 


CANADA.—The following banks have declared dividends for the current half 
year as below, viz., Bank of Montreal, six per cent. ; Canadian Bank of Com- 
merce, four per cent. ; Exchange Bank, three per cent. ; Union Bank of Lower 
Canada, two per cent. ; Banque de Hochelaga, three per cent. ; Banque Ville- 
Marie, three per cent.; Standard Bank, three per cent.; Bank of Toronto, 
four per cent. 


CuiLi.—The failure of Cross & Co., of Valparaiso, has been followed by the 
stoppage of the well-known Thomas Bank, with liabilities of over $2,000,000. 
It is expected that the consequences of this failure will be most disastrous, on 
account of the large number of its deposit accounts and the great confidence 
the house has enjoyed for many years past. 
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AND SAVINGS BANKS. 


( Monthly List, continued from December No., page 488.) 


Place and Capital. 


N.. ¥. Cog 


CAE...23 


Healdsburg .... 
$ 25,000 


Chrisman 


. Marion 
. Kokomo 


_ $25, 
. Washington.... 
Richmond..... 
$90,000 


MASS... 
MICH... 


. Starkville... 


. Humboldt 


. Wilber. ... 
- desi... 


. Philadelphia... 


. Elk City 


. Huntsville 
. Round Rock... 


Bank or Banker. 
Farmers & Merchants’ Bank. 


Frost & Panchen 
Standiford Brothers 
Evans, Pace & Co 

Howard Nat. Bank, (2375). 


Richard Nixon, Pr. 


Henriques & Rice 
» PMEWEE OC Cid sc ccsscccce 


Bank of Beloit 


Prasius & Curtis. .....6s00 


Second Nat. Bank, (2374).. 
-, J. Stone Walker, Cas. 


W. M. Irvine, / 
Lewis D. Allen, Jr 
*, H. Peck 
W. N. Pettee & Co 
. Exch. B’k, (G. W. Jones.). 
Dover Bank 


Charles Gerrish, Pr 


.. Bank of Starkville, (H.C 


Br. Farmers’ State Bank... 


D. Remick, Pr. 
. Saline County Bank, (W. C. 


Barse, Morris & Co 


Grant & Aull 
Elk City Bank 


H. B. Huff, Pr. 


Angier & Branch 
M. D. Miller 


A. N. Schuster, Pr. 


N. Y. Correspondent and Cashier. 
Jas. M. Drake & Co., Drexel Building. 


Drexel, Morgan & Co. 


E. Harrison Barnes, Pr. Richard H. Warfield, Cas. 


National Park Bank, 


Chemical National Bank. 
Gilman, Son & Co. 


Wn. P. Vaile, Cas. 


John J. Cisco & Son. 
Chase National Bank, 


Donnell, Lawson & Co. 


S. A. Walker, Cas. 


Corbin Banking Co. 


Kelley & Alexander. 
Trask & Stone. 


First National Bank, Chicago. 


(WVone.) 


Emerson D. Dyer, Cas. 
Powers, Cas.) Donnell, L. & Co. 


M. 


A. Rice, 


Kountze Brothers. 
Cas. 


National Park Bank. 
B. K. Jamison & Co., Phila. 


W. A. Huff, Cas. 


Hanover National Bauk. 
Donnell, Lawson & Co, 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized November 21 to December 19, 1877.) 


Capital,——_, 
No. Name and Place. President and Cashier. Authorized. Paid. 


2374 Second National Bank W. M. Irvine $ 150,000 
Richmond, Ky. J. Stone Walker. $ 90,000 

2375 Howard National Bank Richard Nixon 200,000 
Kokomo, INp. William P. Vaile. 100,000 


CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from December No., page 488.) 


Name of Bank Elected. In place of 


Mattoon National Bank, Joseph H. Clark, Pr..... W. B. Dunlap. 
Mattoon ) William A. Steele, Cas... J. H. Clark. 


... Dunlap Bank, Dunlap G. P. Morehead, Cas..... G. W. Thompson. 
Deposit Bank of Owensboro... John Wandling, Cas. W. B. Tyler.* 
- Mech. & Traders’ Bank, N. O.. John H. Ludwigsen, Cas.. M. Harris. 
. Central National Bank, Lynn.. Warren M. Breed, Cas... E, W. Mudge. 
. First National Bank, St. Johns. Galusha Pennell, Cas.... G. W. Ball. 


Provident Savings Institution, { Carlos S. Greeley, Pr.... W. Groshon. 
St. Louis) Almon B. Thomson, Cas, S. A. Ranlett. 


.. North Ward Nat. B’k, Newark. William Titus, Pr H. M. Rhodes. 
Ouio ... Citizens’ National Bank, Piqua. Henry Flesh, Cas H. C. Landes. 
PENN... Stroudsburg Bank, Stroudsburg. William Waliace, Pr.... S. Stokes. 
TENN .. Emmet Bank, Memphis William A. Hill, Cas.... W. Y. Hamlin. 
National Bank of Newport..... Robert J. Wright, Cas... C. W. Scott. 
Farmers’ Bank, Norfolk Caldwell Hardy, Pr F. Hardy. 
Savings Bank of Fond du Lac.. M. H. Galloway, Pr. E. Pier.* 


* Deceased. 


RECENT CHANGES OF TITLE, ETC. 
(Monthly List, continued from December No., page 489.) 


Burnham, Scott & Co., Champaign; now A. R. Scott & Co. 
Iowa... Henriques & Rice, Gz/man ; succeeded by Bank of Gilman. 
Mass.... Rice & Whiting, Worcester ; dissolved. Now two firms—Rice & Whiting, 

and Charles B. Whiting & Co. 

NesB.... Adams County Bank, Hastings ; succeeded by A. L. Clarke & Co. 
OunI0... Seasongood, Netter & Co., Cincinnati; now Seasongood, Sons & Co. 
NeEvaDA George T. Marye, Virginta; now George T. Marye & Son. 
TENN... Mechanics’ Savings Bank, Avoxvil/e ; to be Mechanics’ Bank. 


Texas.. Mark Latimer, Znxnzs; now Mark Latimer & Co. 
» .. Green & Faddis, Hempstead; dissolved. Each continues alone. 
» ..J. R. Couts & Co., Waco; now Henry Warren & Co. 


UtaH.. J. W. Guthrie & Co., Corinne; now J. W. Guthrie. 
Wis.... Sacket & Co., Winneconne; succeeded by D. J. Turner. 





DISSOLUTIONS, CHANGES, ETC. 


DISSOLVED OR DISCONTENT ED. 
(Monthly List, continued from December No., page 489.) 


N. Y. Ciry. Cooke & Colton ; dissolved. 
. Greenebaum, Brothers & Co. ; suspended. 
. Grinnan, Duval & Co. ; suspended. 
. National Trust Co.; closing. 
. Oriental Savings Bank ; closing. 
. O. H. Schreiner; discontinued. 
.. Bank of San Francisco, Sax Francisco; closing business. 
. Cosmopolitan Savings & Exchange Bank, San Francisco; suspended. 
German-American Bank, Chzcago ; suspended. 
.. German National Bank, Chécago ; closed. 
.. German Savings Bank, Chicago; receiver applied for. 
.. Henry Greenebaum & Co., Chicago; suspended. 
.. Rucker, Hammer & Co., Decatur ; suspended. 
.. A. A. Glenn, Mount Sterling ; failed. 
.. Springfield Savings Bank, Sfrzngfield ; suspended. 
.. People’s Bank (John Moses & Co.), Winchester; winding up. 
IND.... Goodland Bank (Spinney & Cones), Goodland; sold banking business. 
# .. Second National Bank, Za Fayette; suspended. 
lowa... Capital City Bank, Des Moznes; suspended. 
# ., Gibbs Brothers, Oskaloosa ; retire January 1, 1878. 
KANS... Citizens’ Bank, Fal/s City, closed. 
.. The Simpson Bank, Lawrence; in liquidation. J. S. Chew, Receiver. 
.. Covel & Haffards, Fall River ; dissolved. 
.. Taunton Savings Bank, 7auxion ; suspended. 
. Newark Savings Institution, Mewar, in hands of the Chancellor. 
Carondelet Savings Bank, S¢. ZLouzs; in liquidation. Depositors paid at the 
International Bank. 
. Watkins Bank, Kazsas City; sold to Bank of Kansas City. 
... G. Mercer, Geneseo ; failed. 
.. New Rochelle Savings Bank, Wew Rochelle; suspended. 
.. National Exchange Bank, 7roy,; voluntary liquidation. 
. W. R. Knowlton & Co., Newton Falls; assigned. 
. George Baker, Chester ; suspended. 
.. North Lebanon Savings Bank, Lebanon; winding up. 
.. Dollar Savings Bank, O27 City ; discontinued. 
.. Merchants’ Exchange Bank, /oftsvz//e ; voluntary liquidation. 
. H. E. Taylor, & Co., Williamsport ; suspended. 
Peter Floeck, Houston ; assigned. 
. Smith & Oliphint, Huzfsvil/e; assigned. 
Wis.... J. A. Farnham, Wausau; closing. 
OnT.... Bank of Montreal, Fergus; closed. 


eee 


THE Nortarigs’ JOURNAL.—We have before us the first volume of an excel- 
lent work bearing this title. which is edited by Mr. Robert Owen of this 
city. It is a quarterly periodical, for Bank notaries and Commissioners, con- 
taining cases and statistics relative to the protest of commercial paper, and 
general information for notaries, officers taking acknowledgments of deeds, 
members of the legal profession, bankers and merchants. We do not think 
that there can be found in the same space elsewhere more information upon 
questions connected with the protesting of written instruments and the duties 
of a notary, than is condensed within the I50 pages carefully prepared by 
Mr. Owen, whose long experience and prominent ability in the notarial office 
well fit him for the work he has undertaken. Mr. Owen’s address is 110 
Broadway. The subscription price is $2.00 per year. 





THE BANKER’S MAGAZINE. [ January, 


NOTES ON THE MONEY MARKET. 


NEW YORK, DECEMBER 26, 1877. 


Exchange on London at sixty days’ sight, 4.81 a 4.81% in gold. 


Gold has been steady and quiet. From the premium of three per cent. 
or a fraction lower, it might seem that there is but a slight descent to 
par. Still it must be remembered that in France during the highest degree 
of currency expansion four or five years ago the gold premium never rose 
above three per cent., and only remained at that point for a brief period. 
As twelve months only will elapse before the time fixed for specie resump- 
tion, it is natural to suppose that the premium should gradually decline, 
except, indeed, Congress should pass some legislation hostile to resumption. 
It is supposed by some persons that but for the expectation of some such 
legislation the gold premiums would by this time have almost disappeared. 

Until within a few weeks it seemed as if, contrary to the almost universal 
precedent of the close of the year, the money market would not receive the 
impulse of high rates. There has, however, been during the last ten days a 
brisk demand for money. Loans on miscellaneous collaterals have been quoted 
as high as I-32 per day and considerable business has been done at that rate. 
The advance is chiefly in stock exchange loans on call and on time. In com- 
mercial paper th.’e is a fair volume of transactions, and prime paper passes 
readily current at five to six per cent. To the activity in call loans very little 
activity attaches and it is regarded as a healthful movement. The advance in 


all probability would have been much more conspicuous but for two or three 


circumstances. First, there is and has long been a large accumulation of idle 
capital here and in all the financial centers. The same plethora continues in 
London and on the continent of Europe. It is one of the consequences of the 
depression left by the panic of 1873 that business does not require as much 
money to carry it on. The great diminution in the volume of transactions has 
set free a large amount of capital which has accumulated in bank to an extent 
seldom paralleled before. Hence, a sudden upward current in the rates for 
call loans can scarcely fail to be speedily followed by a reaction. Indeed, there 
are already symptoms of a weakening in rates which give considerable irregu- 
larity and spasmodic perturbation to the money market. Another point worth 
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remembering is that the volume of business is small in almost every branch 
of industrial and commercial enterprise. The agitation of the silver question is 
supposed to have contributed, with other depressing influences, to check the 
recuperative activity which seemed to promise two or three months ago. 

While these circumstances have tended to keep up the plethora of the money 
market and to prevent, in some measure, the usual advance in rates, there are 
other forces at work in a contrary direction. There is a drain of greenbacks 
and deposits to the interior which indicates a lively demand for money to move 
the crops. Till recently this demand has been smaller than was expected. 
In some measure this is due to the fact that the crops have been held back in 
hope of higher prices. For the general interests of the country, it would have 
been better if the disposition to sell had been developed earlier. Last week 
the greenbacks had fallen to the lowest point struck since last January. The 
movement during the past month will be seen from the following report of the 
Clearing House banks of New York: 


Legal Excess of 

1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
I. «++++$ 238,429,600 . $ 18,324,000 . $ 40,579,800 . $18,110,300 . $ 196,961,500 . $9,663,425 
-— seeeee 238,578,200 .. 18,995,000 .. 38,478,700 .. 18,208,300 .. 196,208,300 .. 8,245,625 
? I5-+++++ 237,504,000 .- 19,566,800 .. 37,562,900 .. 18,676,700 .. 195,896,400 .. 8,155,600 
22.eee0+ 239,704,200 «+ 19,674,609 .. 36,067,500 .. 19,293,900 .. 194,842,500 .- 7,031,475 


The Clearing-House exhibit of the Boston banks for the past month is as below: 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$129,445,100 .... $2,815,200 ..+. $5,668,200 .~..- $72,594,700 -++- $ 24,319,700 

Iseceeeee 128,034,700 «4+. 2,311,500 «e+ 5,001,500 «20+ 713,234,300 «eee 24,410,200 
127,951,900 «+++ 3,004,200 «+++ 5,647,500 «+++ 71,309,600 «+++ 24,637,200 

127,699,700 .... 2,940,800 ..+. 5,500,500 .... 70,729,800 .... 24,561,400 


128,630,400 .... 2,985,600 «++. 5,755,400 71,617,900 ++ 24,550,000 


The Philadelphia bank statements for the same time are as follows : 


Loans. Specie. Legal Tenders. Deposits. Circulation. 

sees ef 59,096,735 +++ $1,335,604 +--+ $13,883,237 +--+ $47,852,227 +--+ $ 10,702,400 
591413,830 cee- 15348,366 -oee 13,492,620 cee 47,633,389 eee 10,771,713 

59:670,494 -+0+ 1,319,259 +++ 13,187,539 «+++ 46,746,387 ~++- 10,779,195 

59)466,806 2206 15344,285 eee 12,938,322 «++ 46,402,873 «22. 10,848,315 

The stock market is dull. Governments are lower in consequence, partly, of 
the small demand. When the dividends are paid at the beginning of the year, 
there will probably be an improvement. At present the chief demand is for 
small amounts on investment orders. The war in the East has caused some or 
our bonds to come back, of late, from Europe. In London the prices of our 
funded fives and four and a half per cents. have been depressed and our foreign 
bankers, finding they can make a profit, bought them up for this market. We 
are inclined to attribute the reduction in quotations of our bonds in London 
less to the silver agitation than to the causes we have mentioned. In 1876 
we imported a hundred millions, at least, of U. S. bonds from Europe. This 
year it is estimated that we have not imported more than seventy millions. 
Hence, if the war between Russia and Turkey should continue to agitate the 
London market and should cause the return of thirty millions more of our 
governments, the movement in the aggregate would still scarcely equal that of 
1876, when there was no silver agitation to which it could be ascribed. For 
these and other reasons it appears that, as yet, our government credit abroad 
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thas not seriously declined from this cause. Whether it may decline in future 


remains to be seen. 

In southern state bonds there is little doing. The funding movement of the 
syndicate to which we referred last month, is not making much progress. It 
has met with unexpected difficulties—in Tennessee especially, as well as in 
South Carolina, and in other states the prospects are not so bright as they 
were. Railroad bonds are strong and the best trunk lines are higher. In 
railroad shares there has been a feverish excitement without much activity. 
The transactions, indeed, are very small. Subjoined are the usual quotations : 


QUOTATIONS : Nov. 27. Dec. 4. Dec. 11. Dec. 18. Dec. 24. 
103 7 10258 .. 103 ee 102% .. 102% 
U.S. 5-208, 1867 Coup. 109% .. — a 109%. 108% .. 10834 
U.S. new 10-40s Coup. OM as i 108% -. 18% .. 1074 
West. Union Tel. Co.. 8 + + 77%: 7778 + 7634 
N. Y. C. & Hudson R. Gj a6 %y.. 107 as 105% 105% 
Lake Shore...... 6533 .. 9% +. 59% + 5935 60% 
Chicago & Rock Island —_— ‘ ns 1coMy .. roy .. 100 
New Jersey Central... mm # r wa ic) a 13 a 13% 
Del. Lack. & West.... . oe 505% «. 51 ‘ 505 
Delaware & Hudson.. Pe “ 52 ‘as ee 52% 
North Western........ 363 . 34% «- 343%6 34K «Ce 34% 


art 2u} sit 224 


? ae 8% .. os 8% 

Call Loans,.....+.2++++ 6 ) ee 4Z@6..5 @6 ee 17-- 6 @7 

Discounts .......+. eos § B7% .. @7%-- 5 @7% .. 8... 5 @8S 
Bills on London........ 4.814-4. 85 +e = 4.81-4.84 .. 4.88-4.851%.. 4.8 «+ 4-83-4.86% 
+ $39,151,937 «+ 840...  37,006,7 738 
Do. do. gold.$ 100,329,611 ..$ 103,645,716 .. $ 102,606,144 .. $ 104, a aeliaiee . + $103, 104,525 


Treasury iden S,cur. $40,574,330 -. $40,448,498 - 


There is little doubt that if a judicious effort had been made a few years 
ago for the adjustment of the Southern State debts it would have have had 
better chances of early success. The people of some of the States have now 
become accustomed to repudiation. The total aggregate of the defaulted debts 
of Southern States is $195,000,000, as will be seen from the subjoined table : 


DEFAULTED SOUTHERN STATE DEBTS. 
Total Debt Issued. 


Alabama Educational Fund Indebtedness $25,464,470 
ED case ntatanssntisdate saks-rcatnnensesdsinnbbisdiiwiekasankeuwe 17,306,822 
NN srt: ec scl os tesa oa Seeks ci cena inka alah dasbcinhad aes 5,219,600 
Louisiana........ ° 27,185,433 

29,547,045 

20,648,835 
Tennessee 25,037,000 
Virginia . 44,728,696 


WEE viaenseaccaedisseanscdddesccesea eee ccesccccccccccecccccccsccce $ 395,137,908 


The proposed arrangements for the funding of the Tennessee bonds have 
met with much opposition, The State Senate on the 22nd inst., passed a 
bill to compromise the state debt at fifty cents on the dollar, and a graded 
interest at 4,5 and 6 per cent. The bill is now in the House. The debt 
of Tennessee originated in the issuing of bends in 1833 to the Union Bank 
of Tennessee. In 1834 bonds amounting to ‘500,000 were issued to the 
Nashville, Murfreesboro & Shelbyville Turnpike Company. The policy of 
extending aid to various corporations was so well sustained that during the 
years from 1838 till 1851 bonds were issued to more than forty different 
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companies. The state has issued in bonds over $67,000,000, a part of 
which, of course, has been liquidated. The debt as it now stands is about 
$ 23,000,000, The reduction of fifty per cent. would reduce the principal to 
$ 11,606,333, or with the six per cent. interest added the amount would be 
$ 12,302,712. The assessed taxable property of the state for 1877 is 
$ 236,799,580. It is said that the proposed bill will probably become law, 
funding the debt in a 30 year bond at fifty cents on the dollar, with interest 
at four per cent. for the first five years, five per cent. for the next five years, 
and six per cent. for the remaining twenty years. The coupons are not 
receivable for taxes, There are at present two classes of opponents to this 
measure ; first, the bond-funding association who contend for 6 per cent. 
interest for the whole of the 30 years and, secondly, the masses of the people 
of whom the majority seem not to be favorable to paying the debt at all. 

To illustrate the movement of the bank reserves during the last two years in 
our Clearing House banks the subjoined table of the aggregate specie and 
greenbacks has been prepared for the years 1876 and 1877: 


1877. 1876. —-—_ — 
Week Total Surplus Total Surplus 
Ended, Reserve. Reserve. Reserve. Reserve. 
jen. 6.. $ 73,654,000 «+ $18,458,100 ee $63,478,200 ++ $10,773,155 
a 76,780, 300 ee 20,813,225 ee 67,871,600 oe 13,856,970 
20.. $1,103,700 es 24,203,000 ee 69,141, 100 .- 14,510,055 
27+. $2,43%,200 oe 24,781,800 ee 79,511,790 15,505,720 
Feb. 3... 81,610,200 oe 23,837,275 es 79,927,000 1457999725 
< 20.. 79+403,300 .: 21, 394,525 “ 72,400,200 . 16,010,575 
ye 7787 3,809 o. 19,709,100 o° 71,012,700 o. 14,822,150 
24-- 74,088,200 .- 16,760, 400 oe 69,719,300 .* 13,634,950 
Mar. 3.. 71,726,700 ee 14,951,700 -»  * 69,646,800 os 13,040,200 
~ 10.. 79, 319,900 .* 14,520,050 +. 72,709,300 - 13,993,000 
lJee 67,088,000 .- 12,233,525 oe 67,977,500 . 12,831,275 
24-- 66,845,200 oe 11,390,200 - 65,277,900 oe 11,732,500 
31. 64,549,800 “ 9,612,075 . 62,839,600 - 959955325 
April 7.. 63,765,100 ar 9,203,500 ine 59,037,200 ae 7,038,875 
aii 1 64,036,500 die 939395775 si 58,237,600 oe 6,851,975 
2I.. 66,150,500 oe 11,067,650 oe 59,474,100 ee 8,658,500 
Bis 69,399;5°0 ee 13,674,200 ae 60,165,900 oe 9,533,025 
May Si0 73,500,800 os 16,821,550 oe 58,986,600 71569,350 
T2.. 7413395200 *e 17,532,700 ae 61,524,400 ee 955495325 
19.- 74,394,900 oe 17,643,559 a 64,089,100 ar 12,090,725 
a 74,919) 100 . 18,560,950 as 66,658,900 . 14,414,225 
June 2.. 7597743200 oe 19,873,800 oe 69,255,300 os 16,456,100 
- os 74,519,800 Ss 18,585,175 Ph 68,789, 100 hie 16,081,475 
16.. 74;715,700 oe 193049, 250 ee 69,678,400 oe 17,527,900 
83.0 74,494,600 ee 18,935,575 i 69,104,500 ee 16,916,550 
30.. 775812, 500 o. 21,190,450 o. 73,070,200 . 19,056,400 
July 7.. 79; 706,300 - 21,%99,150 .- 77,031,800 .- 21,105,775 
~ Shin 77,097,000 ee 20,424,925 . 77,117,600 ee 21,075,725 
22. 72,475,500 oe 16,776,i100 <i 773879,600 ee 21,703,150 
“ 98.. 71,309,300 . 16,043,075 “ 78,818,600 oe 22,861,352 
Aug. 4. 68,397,900 ee 13,606,250 ee 80, 4595300 ee 23,839,350 
- Sis 68,125,500 oe 14,267,600 oe 79977359 200 oe 23,146,425 
= ma. 66,145,700 os 12,792,050 aig 77457,700 oe 20,956,050 
~ Sees 65,048,000 oe 11,791,425 ee 77,885:500 oe 21,2495775 
Sep. 1... 64,160,700 oe 11,798,025 ee 79,922,800 ws 22,774,550 
“ 8. 65,265,500 ee 12,021,975 o 80,307,400 .- 22,540,025 
15. 63,953,900 ee 11,813,300 ee 81,627,300 ee 23,077,775 
22.. 61,729,100 oe 10,048,075 ee 76,567,600 oe 18,658,750 
58,627,800 ° 8,435,000 ° 73,218,400 
Oct. 6.. 57,953,700 ie 8,490,350 oo 73,050,800 
Me BBve 57,407,100 ae 8,114,20 as 69,016, 800 
56, 469,200 ° 578,38 as 66,356,800 
276 56,557,500 a 3,095,325 oe 64,809, 200 
Nov. 3.. 55,407,800 ‘2 5 ne 63,790,400 
5. 573 207,900 ee 8,878,575 oe 61,730,0c0 
29... 58,839,790 ae r 325 ee 62,173,5c0 . 9,345,025 
24. 59,717,100 oe 5 ee 62,294,900 . 9,811,800 
Dee. z.. 58,903,800 is _ 60,307,800 ia 8,477,300 
sa 8.. 574739700 a 8,245,625 a 59,297, 300 és 8,084,600 
— = 57,129,700 se 8,155,600 os 63,479,0co os 11,848,475 
22.. 55»742,;100 ° 7,031,475 oe 63,206,700 ° 11,664,025 
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It thus appears that the surplus reserve of our banks is now much smaller 
in amount than it was a year ago. If trade were more brisk and the probable 
demand for money more extensive there might be room for apprehension; but 
we are so near the time of the New Year dividends, and of the January 
accumulation of deposits and greenbacks in bank, that there is not much occa- 
sion for fear. 

,, Last month we referred to some figures compiled with a view to show the 
improvement in the volume of business by the increase in the weekly trans- 
actions of the Clearing House, This is one of the best tests that could be 
applied, and the figures prove that there has really been more doing in London 
than last year. To exhibit the corresponding facts as to New York we give 
the subjoined table of average daily currency clearings of our banks since the 


panic of 1873 and for some months previously: 


1874. 1873. 

Week Million Million 
ended. 1877. 18766 1875 dollars. dollars 
jan. 6.. 80,911,210 -» $80,925,192 1,623,451 Sa 76 ee 128 
= ORs 67,728,057 . 74,542,438 oe 3391775931 oe 86 .- 119 
pa oF 70,826,308 oe 74,914,114 rd 83,248,903 a 82 + 117 
“< 27.. 70,219,058 . 66,799,429 sie 7237635347 = 7° . 109 
Feb. 3.. 76,380,426 ot 74,209,783 ‘ok 89,991,907 es 71 oe 110 
™ 30. 7453945244 e. 69,409,265 ie 71,734)854 - 78 ee 137 
17-- 74,829,208 . 74,151,786 . 72,914,347 . 73 . 139 
24.. 77;7495849 .: 73,839,783 ee 69,073,401 . 66 . 125 
Mar, 3. 7517295186 - 76,345,457 a 81,198,229 i <a 136 
a Ms 2,999,713 oe 66,163,904 ae 84,640,391 ne - 138 
17.. 65,249,394 ee 74:434,014 «e 70,846,408 ae os 130 
24.. 66,910,145 oe 57,909,262 ae 69,906,388 os os 109 
Ss. 56,344,658 “ 58,952,059 +e 100,450,548 ox oe 106 
April 7. 83,885,681 pan 64,643,805 ine 81,699,453 a ies 130 
a i 73) 221,363 «+ * 56,297,804 oe 77,049,142 ais ee 109 
or 68,741,846 es 63,430,855 Se 74,©773509 ° 3 a 143 
28.. 69,434,940 es 61,787,517 ua $3,350,100 < os 115 

5-- 77,916,566 oe 69,545,217 ee 85,606,849 ice a 116 

a2... 72,056,743 a 63,571,176 ais 74,653,566 ue < 107 

19. 65,5263934 . 57,001,582 . 85,709,546 : - 102 

26.. 64,106,516 ae 60,185,651 as 80,023,593 és a 96 

a. 55,589,303 es 67,298,186 os 96,404,425 . oe go 

9-- 67,357,541 . 59,214,535 . 71,445,323 - . 93 

36... 64,880, 209 . 54,560,257 én 73,123,249 ee os 89 

a 60,970,985 oe 55,087,351 ss 70,783,235 os sie 88 
30.. oe 61,754,022 ee 79,817,063 oe ee 73 
E 3 oe 62,612,949 . 75,625,037 ee sa 95 
65,724,156 . 54,770,915 ee 64,324,292 e as 77 
66,784,706 ee 49,913,228 bi 60,217,397 . é ee 87 
61,485,800 oe 49,159,938 re. 65,450,046 we oe 86 
65,077,938 . 56,159,330 .- 60,825,091 - - 77 
56,677,040 a 48,722,417 es 50,542,294 te a 7° 
579459,062 oe 49,230,510 oe 52,985,196 oe .- 71 
70,152,500 ee 51,524,079 = 50,405,918 ae os 74 
66,798,988 és 57,922,083 ss 64,999,444 es ee 74 
66,211,730 ° 61,427,624 aa 58,788,067 oe ee 92 
63,205,949 oe 58,894,814 oi 68,254,914 os a 108 
67,505,379 ws 59,395,060 oe 67,643,886 oe a 100 
69,894,364 and 58,496,450 is 64,063,351 *- . 5° 
71,473,100 oe 723977,879 a 67,207,775 ate F 53 
80,963,708 a 68,784,502 os 69,327,638 s se 84 
793694, 306 ae 733955,095 . 70,623,453 os es 58 
72,397;999 ++ 66,267,854 . 7417785177 _ . 51 
76,337,609 ee 76,369,804 ‘ss 95,620,099 oe oo 52 
71,601,033 se 62,290,591 ee 69,230,056 oe ee 66 
66,996,823 ee 66,453,077 oe 69,484,760 oe es 54 
6995175403 . 63,468,709 - 65,479,048 . . 59 
73,992,593 . 71,839,759 Pe 76,760,427 e- 38 > 65 
81,490,371 oe 66,219,091 oe 70,523,475 ee ee 7° 
71,155,965 ‘ 65,191,722 si 67,154,267 ee oe 67 
68,734,107 ‘a 68,912,475 _ 71,506,348 “s : 68 
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